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French capitalism 

-- Strategic alliances 
displace defensive ones 
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Does Netanyahu know 
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Andersen turmoil 
as partners reject 
Shaheen again 

Partners of Andersen Worldwide have piimgp^ 
it into turmoil by rejecting their board's nomi- 
nation of a new chief executive for the second 
time. The board, meeting by teleconference, was 
told the 2,700 partners bad not given the 
required two-thirds majority to elect Mr George 
Shahe e n, head of Andersen Consulting world- 
wide. Page 14 

Germany pledges budget cuts: German 
finance minister Theo Weigel has gi gnan^d that 
Germany’s 1398 federal budget, due on July zi, 
will involve real cuts in spending and that same 
ministers would see their budgets fen Page 14 

UK pledge on Ulster tanks: British prime 
m inister Tony Blair has said new arrangements 
for the government of Northern Ireland would 
be determined by the middle of next year, even 
if nationalist party Sinn F&in remained outside 
talks due to begin in September. "The settle- 
ment train is leaving, with or without Sinn 
Ffein", Mr Blair told parliament. Page 9 

Clinton backs dean air plan: OS 

environmental campaigners have claimed a vic- 
tory after President Bill Clinton broadly upheld 
Environmental Protection Agency's proposal for 
much tighter air quality standards. Campaign- 
ers said he had resisted the demands of indus- 
trial lobbies who riaiinwa the new standards 
would be economically crippling. 

Thailand gets toutfi: Thailand's central 
bank has announced that it will not subscribe to 
a rights issue for F inance One. formerly the 
country’s largest flnan n* company. The HpHs<r>^ 
means the Thai authorities will no longer pro- 
vide unlimited support to flmanrinl institutions, 
seeking instead to encourage consolidation in 
the troubled sector. Page 14 

Jacques Cousteau dies at 87 

French oceanographer 
Jacques-Yves Cousteau, 
left, has died at the age 
of 87. A pioneer of 
scuba diving, he toured 
the world’s oceans in 
his converted mine- 
sweeper Calypso and 
became a familiar fig- 
ure through his televi- 
sion series The Under- 
sea World of Jacques 
Cousteau. In later years 
he became a campaigner against marrm* 
pollution and French nuclear testing. Page 2 

EU wfll not back Hong Kong boycott: 

The UK has failed to persuade most of its EU 
partners to join a boycott of China’s swearing-in 
ceremony for Hong Kong’s provisional legisla- 
ture next week. Page 14 



South Africa dotaBs exchange c on trol s: 

South Africa has announced details of the next 
stage in relaxing foreign exchange controls. 
From July 1 South Africans will be able to hold 
up to R200.000 ($44,445) in foreign currency. The 
planned relaxation was foreshadowed in the 
March budget,. but the concession was 20 per 
cent higher than expected. 

Russia and China In $20bn dual: Russia 
and China are set to sign agreements aimed at 
boosting their two-way trade to $20bn a year by 
2000. from last year's $&8bn. Page 7 

PhHfppfnoo privatisation collapaasi The 

Philippines’ hugest privatisation this year has 
odlapsed after failing to attract bidders. The 
government had been owning to raise 8-8bii 
pesos ($337Ui) through the sale of its stake in 
(FTI), a Manila agro-industrial complex. Page 15 

Mor ga n Stanley enuingt deeflne; 

Morgan Stanley Dean Witter Discover, Wall 
Street's newest investment banking giant, 
recorded an 8 per cent decline in quarterly earn- 
ings in the first period since the merger which 
created it last May. Page 15; Lex, Page 14 

Nawspnpov* to rnugu Geneva’s oldest 
newspaper, the French-language Journal de 
Geneve, is to merge with rival Swiss daily Le 
Nouveau Quotidian. 

Acci d en t hi space: Russia'S orbiting MIR 
space station has been hit by an unmanned 
cargo Ship during a practice docking; causing an 
oxygen leak and cutting the station’s power sup- 
ply. The two Russians and one American aboard 
are safe, and no evacuation is planned. 


FT.com: the FT web site provides online news, 
comment and anahnrfa at http://wwwJT.com 


■ O OUJ 

Hem ftrit haeMme 

Da* Jones M fin — 777548 HI 7.42) 
NASDAQ CttnfKKfe -1458.14 ((371) 

Bust al ftr Eiit 

CAC40 2867.44 482.68) 

DAX 3M851 (*4259) 

FTSE100 ,46405 f»43L7) 


NUti 200927 1+33734) 

■ US LUHCffTME RATES 

New ftric taadftm 
£—156285 

DM -172366 

FFr— 35W0 

SR- -.15390 

V— -11358 

htf!? 1W 


W - fY } I 






9 »7 7 01 7 4 "73 61 42 
omosoa Mtfaua MeteM 


a* neat 


HEMUfe 


Partial privatisation likely to get go-ahead 


France Telecom 
sale expected 
in the autumn 


By David Owen in Parts 

French ministers expect to 
partly privatise France Tele- 
com this autumn, ahead of 
next year’s liberalisation of 
European telecoms markets. 

They expect to press ahead 
with the sale of a minority 
interest in the company, in 
what could be France’s largest 
privatisation, as early as 
September or October. 

Such a move would repre- 
sent a dear shut away from, 
the stance adopted by the vic- 
torious Socialist party in the 
recent general election and 
could put relations with the 
Communists, now partners In 
the ruling leftwing coalition, 
under strain. 

But it would raise much- 
needed funds to recapitalise 
ailing state-owned companies, 
while reassuring markets 
about the pragmatism of Mr 
Lionel Jospin’s new govern- 
ment at a time when there are 
still doubts over the strength 


cf its commitment to European 
economic m one tary 

The move would also raise 
hopes that the sale of shares in 
other companies earmarked 
for privatisation by the previ- 
ous centre-right regime might 
eventually be sanctioned. 

Companies falling Into this 
category include Aerospatiale, 
the aircraft maker. Air France 
and Thomson -CSF, the defence 
electronics company. 

The sale of France Telecom 
shares needs to be cleared by 
Mr Jospin, but supporters of 
privatisation in the govern- 
ment were reassured by pas- 
sages of the prime minister's 
keynote speech to the National 
Assembly last week. Though 
this was widely interpreted as 
being cool on privatisation, the 
ministers were encouraged by 
the prime minister’s distinc- 
tion between “public services” 
and "the public sector''. 

including telecoms, electron- 
ics, aeronautics and “other sec- 
tors” in this latter category. 


. Mr Jospin said he was “not in 
favour of the privatisation of 
the common patrimony repre- 
sented by the big public enter- 
prises in the competitive sec- 
tor. in the absence of 
Justification drawn from the 
national interest”. 

He continued: “For all that, 
we know that adaptations will 
be necessary to maintain our 
rank among the most devel- 
oped nations of the world and 
to move closer to other Euro- 
pean partners”. 

His words were interpreted 
by some as meaning that, 
while outright privatisations 
were out of the question, the 
sale of minority stakes in 
state-owned companies might 
be possible. The previous cen- 
tre-right government pledged 
to keep 51 per cent of France 
Telecom In state hands. 

The company's path towards 

Continued on Page 14 
New tricks for old dog. 
Page 18 


Chinas# soldiers in Hong Kong preparing for the handover to 
Beijing rule. The OK has faded to persuade most of its Euro- 
pean. p artne rs to join a boycott of the swearing-in ceremony for 
the new provisional legislature. Report Page 14 m** 


Tobacco chief attacks anti-smoking pact 


By Richard Tomkins 
in New York 

One of the three tobacco chiefs 
who last week - -signed a 
$368. 5bn settlement between 
the US tobacco industry and 
its foes says the pact will foil 
to meet one of its main objec- 
tives - achieving drastic cuts 
in teenage smoking. 

In an interview, Mr Martin 
Broughton, chief executive of 
BAT Industries, the British 
tobacco and insurance group, 
described the targets for reduc- 
tions in under-age smoking as 
unrealistic”, saying: “My 
expectation is that we win fail 
to meet them.” 

Mr Broughton’s comments 
could severely damage the 


chances of the White House 
and Congress giving their 
approval by reinforcing the 
belief among antf-smoking 


BAT boss fumes . 


Page 3 


groups that tliqjppiflyi will 

benefit tobacco Companies 
more than society. 

New federal legislation, giv- 
ing the industry Immunity 
from big legal claims, is a con- 
dition of the deal. 

Mr Broughton said the 
tobacco companies had only 
agreed to have the under-age 
smoking targets written into 
the agreement because their 
opponents had insisted that a 
deal could not be done without 
them. 

“You must remember that 
this whole deal is not some- 
thing we agree with," he said. 


“We don't support a lot of 

thing s that 1 are jn this pur.lmgw 

but it is a package we are pre- 
pared to support overall in 
order to get a deal." 

US president Bill Clinton is 
heavily committed to reducing 
under-age smoking, having 
made the issue part of his re- 
election campaign last year. 
He faces a decision fraught 
with political risk as he weighs 
up whether or not to support 
the tobacco settlement 
BAT is the parent company 
of Brown & Williamson 
Tobacco, the biggest cigarette 
company in the US after Philip 


Morris and RJR Nabisco. All 
three companies were repre- 
sented in the negotiations that 
ended last Friday, but Mr 
Broughton Is the only execu- 
tive yet to have spoken out 
about the deal. 

The settlement sets out to 
achieve a gradual reduction in 
smoking by discouraging 
young people from taking it 
up. It proposes extensive 
advertising restrictions, 
Including a ban on the use of 
human or cartoon figures, and 
controls on teenage access to 
cigarettes, including a ban on 
vending machines and a licen- 
sing system for vendors. 

Under-age smoking is tar- 
geted to fob by 30 per cent in 
five years and 60 per cent in 10 


years, with the tobacco indus- 
try to be penalised by up to 
$2bn a year if the targets are 
missed. But these payments 
can be reduced by 75 per cent 
if the industry can show It h&B 
“pursued all reasonably avail- 
able measures” to achieve the 
goals. 

Mr Broughton called the tar- 
gets unrealistic. He said they 
were based on the “totally 
false premise” that youngsters 
only smoked because cigarette 
companies advertised to them 
and made their products freely 
available to them. 

“It makes a ridiculous 
assumption that it is nothing 
to do with societal factors or 
peer pressure or parental pres- 
sure," he added. 


German TV wars 

Kirch and Bertelsmann 
try again for a truce 

Rag* » 


Swiss act 
to resolve 
dormant 
holocaust 
funds row 

By WBttam Haft In Geneva 

Swiss banks were yesterday 
ordered to waive bank secrecy 
laws and start publishing the 
of long-dormant bank 
accounts next month, in a 
move to speed up the return of 
holocaust victims* funds to 
rightful claimants. 

The banks have also agreed 
to the establishment of a 
panel to retolve disputes 
between claimants and Swiss 
banks, according to Mr Paul 
Volcker, former US Federal 
Reserve chairman and heed of 
an international committee 
investigating dormant Swiss 
bank a ccou n ts, and the Swiss 
Federal Banking Commission. 

The banks' agreement to the 
banking commission's 
demands over secrecy and 
claims Is a sign of their eager- 
ness to resolve a controversy 
which is damaging their busi- 
ness. The crisis over holocaust 
victims’ funds has already 
resulted in several multi- 
billion dollar US class actions 
against them by US holocaust 
surv i v or s. 

“There wfD be no legitimate 
place for the audited banks to 
hide from our Investigation*" 
Mr Voldur assured the House 
of Representatives banking 
and financial services commit- 
tee In Washington yesterday. 

The first list of dormant 
accounts will be published on 
July 23 and and will be circu- 
lated worldwide using the 
internet and other media. A 
second, updated list will 
appear on October 20. 

ATAG Ernst A Young 
(Basle), an accountancy firm* 
will administer a centre to 
provide Information to claim- 
ants, register claims, and pre- 
pare files for the claims reso- 
lution process- 

A claims resolution panel 
will be established to cover 
any disputed claims. It will 
have a Swiss chairman hut the 
majority of its members will 
be non-Swiss. 

When the crisis surfaced 
the Swiss banks asked Mr 
Hanspeter Hani, Swiss 
banking ombudsman, to help 
would-be claimants find their 


Continued on Page 14 


Waigel warns ministers 
of extensive budget cuts 


By Peter Norman In Bonn 

Mr Theo Waigel, finance 
minister, yesterday signalled 
that Germany’s 1998 federal 
budget would involve real cuts 
in nearly all departmental 
^pending plans. The budgets of 
same adjusters would decline 
in cash terms. 

The mlnigtur plpd g wi tn Hmrt 
next year’s federal deficit to 
DMSSbn ($33.7bn), DM2bn 
more than outlined in earlier 
plans in spite of an extra 
burden of DM30bn caused by 
high, unemployment and lower 
than expected tax revenues. 

The budget, due to be agreed 
by the cabinet on July n ; 
would then conform with 
Germany’s constitution. This 
specifies that new borrowing 
should not exceed the amount 
spent on investments. 

Mr Waigel was speaking at a 
meeting of the financial plan- 
ning council, which seeks to 
co-ordinate the budget plans of 
the federal, state and local . 
authorities. 

He also promised additional 
cots in nan -in v e stme n t spend- 
ing sod greater efforts to pri- 
vatise in 1998 to limit federal 
borrowings. 

Mr Waigel’s warning of 
spending rats came before 
negotiations with spending 
ministers to pare their outlays. 
Today he. meets Mr Volker 


Hr 
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Waigel: pledge to limit deficit basis. 


deficit in the five months to 
the end of May had already 
reached DM53.4bn and there- 
fore exceeded the DM58.3bn 
total approved In the 1997 
budget 

In the financial planning 
council, the SPD -controlled 
Lfinder, which form a majority 
of the federal states, warned 
that it was uncertain whether 
Germany’s public finances 
could be returned to a position 
of strength on a sustainable 


ftOhe, the defence minister, 
who is fighting for funds for 
Germany’s large conscript 
army and the new Eurofighter 
cambat aircraft. 

The government’s ffnaniriai 
policies came under strong 
attack from the opposition 
Social Democrat party. 

Mr Rudolf S charping, SPD 
leader in the Bundestag; the 
lower house of parliament, 

atiivmwffl l that tha WDUld 

fife a complaint against the: 
government in the constitu- 
tional court. 

It win claim that the 1996 
federal -budget was illegal 
because last year's borrowings 
of DM7EL3bn were higher than 
planned, and exceeded federal 
investments of DMBSbn. 

Mr Karl DUler, the SPD 
budget spokesman In the 
Bundestag, said the federal 


CONTENTS 


The SPD states said exces- 
sive public deficits and a fur 
ther increase in Germany's 
overall debt level were to be 
feared in 1997 and 1998 follow- 
ing last year's deficit of 3.8 per 
cent of gross domestic product 

But Mr Waigel again 
expressed confidence that this 
year's public deficit would not 
exceed the limit of 3 per cent 
Of GDP specified in the 1992 
Maastricht treaty, as a crite- 
rion for European economic 
and monetary union, or Emu. 

In addition Ms Irmgard 
Karwa tgki, a finance ministry 
state secretary, denied that the 
1998 budget was illegal. 

She said the constitutional 
clause limiting the deficit to 
the level of investments 
applied only up to agreement 
on the budget by parliament 
and not to its eventual 
execution. 
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Foreign ministers meet as debate hots up over French ‘foot-dragging’ on Maastricht criteria^ . 

Franco-German strains at EU talks 




By Uonei Barber m Brussels 

EU foreign ministers meet In 
Luxembourg today burdened by 
growing strains in the Franco- 
German alliance over economic 
and monetary union. 

The tensions stem from the f&il- 

ure of the new leftwing French 

government to stats clearly that It 
is ready to curb a worse than 
expected public deficit this year, to 
qualify for Emu. German officials 
say they suspect the Socialist-led 
coalition in Paris has abandoned 
all pretence of meeting the deficit 
target of 3 per cent of gross domes- 
tic product in 1997. 

The German view, shared in the 
European Commission, is that the 
French are gambling on a relaxed 
Interpretation of the Maastricht 
treaty based on a favourable 


“trend" toward the deficit target 
French inaction contrasts to the 
frantic efforts the Bonn govern- 
ment is making to resolve its own 
budget crisis and hit the 3 per cent 
deficit target 

“We understand that Jospin (the 
French Socialist prosier) did not 
expect to win the election that 
be has problems with his Rainbow 
coalition,” said one German offi- 
cial. “But how France reacts In the 
next few weeks will determine the 
fete of Emu." 

In the aftermath of last week’s 
Inconclusive EU summit in 
Amsterdam, where European lead- 
ers failed to agree minimal institu- 
tional reforms to prepare for 
enlargement, diplomats are reas- 
sessing the political landscape, 
especially in Germany. 

Bonn's last-minute opposition to 


an extension of majority voting in 
Amsterdam has underlined that , a 
weakened Chancellor Kohl has no 
room for manoeuvre in the run-up 
to the October 1998 elections and 
that he is in no position to hand 
out flavours to the French. 

Not only is Mr Kohl trailing in 
the polls, he is under Increasing 
pressure from his conservative 
CSU coalition allies in Bavaria, 
where Mir Edmond Stoiber, Bavar- 
ian prime minister, repeated yes- 
terday that the letter of the Maas- 
tricht treaty must be respected or 
Emu delayed. 

Some of Mr Kohl's colleagues, 
notably Mr Wolfgang Schfluble. 
have begun to distance themselves 
from a fixation on 3 per cent, but 
there is no hint that the Chancellor 
could sell, say. a French deficit of 
above 8-5 per cent to a sceptical 


German public. Pressure Is build- 
ing an the new French government 
to take action.. ' 

Mr Jean-Claude Trichet, gover- 
nor of the Basque, da France, said 
this week it was essential to reduce 
deficits to restore growth. Mr Yves- 
Thihault de SDguy, French mone- 
tary afifeirs nwimiariww tU BrUS- 
sels, sarld there should not be a 
“brutal” in t e rpretation of the crite- 
ria. But tire room for manoeuvre 
was small. “No risks should be 
taken with the euro." 

Other nations, notably the 
Dutch, Irish and Belgians, are also 
understood to have passed similar 
warnings to France, focusing on 
pro-European figures such as Mr 
Dominique Strauss-Kahn, finance 
minister, and Mlt Elisabeth Gui- 
gou. Justice minister. 

Mr Gerrit Dutch finance 


ndntetar,. apfcwfl Mr -RnaSri Quinn,' 
his Irish colleague and a member 
of file Labour party, to deliver a 
private appeal to Mr Strauss-Kahn 
at the most recent meeting:: of EU 
firuiTw*A minister s in Luxembourg. 

Mr Quinn obliged with! a passfon : 
ate defence of fiscal resporathfitty, 
urging Mr Strauss-Kahn not to go 
back down tbs road of “Socialism 
In One country”' followed by . the 
Mitterrand government ini981-3. 

' Commission officials say the 
elected socialist, politicians in 
France may not count- as much as 
the French bureaucratic elite - the 
enarques — vrba are wedded to Emu 
cm the grounds that it is -the best 
Way of containing Gorman power. 

They . point to.a network of for- 
mer Brussels -diplomats and offi- 
cials suriounding. Mr Jospin and 
Mr StraussKabn. 


Italian 
hopes 
over Emu 


rise 


By Paid Betts In Milan 

The prospect of Italian 
membership of the first 
wave of European monetary 
union was “no longer just a 
hope", Mr Carlo Azeglio 
Ciampi, Treasury minister, 
said yesterday. 

Speaking to the annual 
meeting of the Italian Bank- 
ing Association, he said a 3 
per cent public deficit to 
gross domestic product ratio 
had become a credible target 
for the country to meet by 
the end of 1997. 

Mr Mario Draghi, Treasury 
director-general, said the 
European Union's monetary 
committee had broadly wel- 
comed Italy's economic con- 
vergence plan, which had 
been submitted in Brussels 
for approval. 

The three-year plan, given 
final approval by the Italian 
Senate this week, includes 
an adjustment of LS5,OOObn 
(Sl4.7bn) in the 1998 budget, 
involving spending cuts and 
new tax revenues to bring 
the public deficit down to 2.8 
per cent of GDP. 

Growing expectations that 
Italy would qualify for early 
Emu membership yesterday 
continued to boost Italian 
financial markets, with 
stocks and bonds pursuing 
last week's rally and the lira 
trading strongly at the 
DM977 level. 

The Italian government 
has become increasingly 
optimistic it will meet the 
Maastricht criteria to take 
the country Into the first 
round of Emu in 1999. 

Mr Ciampi noted Italy had 
the strongest balance of pay- 
ments current account sur- 
plus in Europe and the cost 
of servicing the country's 
debt would stabilise around 
7-B per cent of GDP com- 
pared with 12.1 per cent a 
few years ago. 

Preliminary consumer 
price figures released in 
recent days showed an infla- 
tion rate in June of only 1.4 
per cent 

Though Mr Ciampi warned 
a monthly rise in infla tion 
statistics would occur in 
coming months, he said the 
government's target of 1.8 
per cent inflation in 1998 was 
feasible. 

However. Italy’s Confin- 
dustria employers' confeder- 
ation warned in its latest 
economic study that Italy 
would fail to meet the Maas- 
tricht targets unless it made 
LlO.OQObn structural cuts in 
welfare spending. 

The government is now In 
the throes of difficult negoti- 
ations with the labour 
unions on reforming the 
country’s costly welfare sys- 
tem. 
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Yeltsin over first tax hurdle 
but still some way to go 


By JotmltmtiNn 

in Moscow 

Mr Boris Yeltsin, Russia's 
president, was quick to hail 
parliament's conditional 
approval of a desperately- 
needed tax code at its first 
reading last week, as an 
“enormous victory” for eco- 
nomic reform. 

Simplification of the com- 
plex tax regime would help 
restore order to the coun- 
try’s shambolic public 
finances, Mr Yeltsin claimed, 
eliminating the govern- 
ment’s “shameful’* arrears to 
pensioners and stimulating 
investment in the real econ- 
omy. The government could 
now plan Its 1998 budget on 
sensible assumptions about 
its future revenue base. 
Arbitrary taxation, that 
great bugbear of corporate 
managers and foreign inves- 
tors alike, would be elimi- 
nated. 

Many economists also wel- 
comed approval of the tax 
code but warn It is Car from 
the panacea it seems. 

Parliament can still table 
amendments before the code 
is enacted later this year and 
its implementation will 
prove critical. Mr Yeltsin 
may have won an important 
victory, they say, but he 
.could still lose the war. 

“If parliament had not 
passed the code it would 
have been a disaster for tax 
reform." says one economic 
adviser to the government 
“It was an extremely impor- 
tant hurdle to cross but it is 
not the last hurdle. 

“The real battle to make it 
effective begins now," he 


Rdormblff Russia’s taxes tf'\- : f .'Xv'sS 





added. 

Architects of the new tax 
code argue its chief purpose 
is to make payment trans- 
parent, predictable, and fair. 
To that end, the number of 
taxes will be cut from more 
than 200 to 30 while most of 
the 2.000 legal documents 
defining Russia’s tax laws 


cent as a result of these 
changes, liberating addi- 
tional resources for private- 
sector investment 

Provisions allowing com- 
panies to challenge tax rul- 
ings in the courts aiwriM fur- 
ther bolster the confidence 
of investors. 

But sound as all these 


‘President may have won a victory 
but he could still lose the war’ 


will he shredded. More of the, 
tax burden will be shifted 
from corporations to individ- 
uals with the five individual 
income tax brackets being 
reduced to two. 

The tax base will be broad- 
ened by plugging loopholes. 
The much-hated turnover, 
tax. which was even applied 
to loss-making companies, 
win be abolished. 

The government believes 
its overall tax take will fall 
from 35.1 per cent to 32.4 per 


principles appear in theory, 
they must work in practice 
in an environment in which 
government- is -widely dis- 
trusted and tax evasion, has 
evolved Into an art form. 

At a recent meeting with 
foreign investors, Mr Alex- 
ander Pochinok, head of the 
state tax service, said the 
government had to establish 
the principle that everyone 
should pay their way. “Oth- 
erwise, those who pay will 
feel sore that the next man 


does not pay," he declared. 

Government officials con- 
cede it wlR be an enormous 
challenge to entrench +hic 
principle in a country where 
2,023 major legal g n tffl ** 1 do 
not pay any taxes at all. at 
present and where just 3 per 
Cent 0 (f adult ‘hail 

filed their income tax 
returns fins year by the offi- 
cial deadline. It also places a 
huge responsibility on Rus- 
sia’s 35,000 poorly-paid tax 
inspectors, whom MPs allege 
are corrupt and thrive on 
the arbitrary nature of the 
present tax regime. 

Mr Yevgeny Yasin, an eco- 
nomics minister who has 
been closely involved in tax 
policy, expressed the govern- 
ment’s quieter fears about 
the new tax code in a recent 
interview with the Novoye 
Vremya joumaL 

Although universal eco- 
nomic theory suggests the 
tax code should succeed, 
Russian particularities may 
yet pervert its effects. 

Previous attempts to raise 
extra revenue by broadening 
the tax base and reducing 
VAT from 28 per cent to 20 
percent bad only resulted in 
a fen in tax collection, Mr 
Yasin said- 

“It turns out that when, 
you reduce tax -rates,, those 
who used to pay taxes con- 
tinue to pay them, while 
those who did not pay, con- 
tinue not to pay,” he added. 

There was a danger, he 
warned, that the govern- 
ment could remain 
“suspended, in mid-air" 
unable to collect its taxes 
and unable to pay its obliga- 
tions. 


Duma 

sparks 

fighting 

talk 


By Ctwystfa f ree l a nd 
in Moscow 

The Russian government 
stepped up its attack against 
the leftwing partiament yes- 
terday when a senior minis- . 
ter threatened that the 

ICiumltn might iHwwta the 

legislature .after MPS return 
from summer recess. ... 

Mr Oleg Sysoyev, a deputy 
prime minister whose .wel- 
fare reform measures were 
rejected by parliament this 
week, warned: “The situa- 
tion will be even more diffi- 
cult in file antnuiti, and the 
question of changing the 
Duma Dower house of par- 
liament] may be raised by 
fixe executive branch. It may 
raise it In a tough manner.” 

Hie minister’s prediction 
is the toughest statement 
yet in the Kremlin’s battle 
with the Communist-domi- 
nated Duma, which this 
week rrftased to endorse its 
austere mini-budget. 

Russia’s strong presidency 
means the cabinet reform 
team is likely to be able to 
push through belt-tighten- 
ing measures regardless of 
the parliament’s objections. 
But tiie Duma's intransi- 
gence could set the Kremlin 
HP for a difficult autumn, 
when parliamentarians wEQ 
he free to attack the govern- 
ment far felling to meet fixe 
more generous spending tar- 
gets in the official 1997 bud- 
get. Earlier this week- Mr 
Anatoly Chubais, a first dep- 
uty prime minister, cast!- . 
gated the Duma- as being 
“incapable of functioning. ” 


Czechs fight off military apathy 





NATO 

LOOKS EAST 


The Czech 
Republic's 
military top 
brass gath- 
ered near 
Prague ear- 
lier this 
month to 
watch a bot- 
tle of cham- 
pagne being 
smashed on the long shiny 
nose of a new jet aircraft, as 
Jesus Christ Superstar 
blared on speakers inside an 
echoing hangar. 

After years of hush-hush 
development, the L159, a 
"multi-role combat aircraft”, 
described by the defence 
minister. Mr Miloslav 
Vybomy, as “the backbone 
of the Czech air force Tor the 
2lst century”, was ready at 
last for public display after 
years oF uncertainty. 

Built by Aero Vodochody. 
a Czech defence contractor, 
the L159 is. in the b uzzword 
of the day. “Nato-interopera- 
ble”. meaning “it f ulfills the 
demand for a multi-purpose, 
subsonic Jet fully compatible 
with air forces of the Nato 
alliance." according to Mr 


The Prague government has not encouraged debate 
about joining Nato, writes Vincent Boland. People 
are cynical about defence alliances and are divided 
about benefits of adhering to the western alliance 


Vybomy. As it happened, 
June 12 was a very good day 
indeed for the Czech defence 
estab lishment. Within hours 
of the launch of the L159. 
President Bill Clinton 
announced that the Czech 
Republic would be one of 
three countries, along with 
Poland and Hungary, invited 
to Join Nato at next month's 
alliance summit In Madrid. 

If the Czech military is 
smiling, the government is 
taking a more pragmatic 
approach as it prepares to 
accept the invitation. Mr 
V&clav Klaus, the prime 
minister, has presented Nato 
membership as a fait accom- 
pli and has not encouraged 
any national debate on the 
costs and benefits of such an 
important strategic derision. 

The public is divided on 
the issue. Opinion polls 
show that fewer than half of 
all Czechs support member- 


ship. with more than half 
seeing no benefit in it This 
is despite claims by propo- 
nents of expansion that it 
fills the security vacuum in 
which the country has lan- 
guished since the collapse of 
communism and fosters inte- 
gration with the west 

Czechs are historically 
cynical rtf military alliances 
and ag reemen ts, which have 
faded them spectacularly in 
the past At the same time, 
observers note that as the 
threat from Russia has 
receded in recent years 
Czechs have begun to feel 
more secure. 

“If there is no Russian 
threat, Czechs see no secu- 
rity threat at all," says Mr 
Jifl Prise, a political analyst 
Nato entry would have been 
symbolically more important 
five years ago when the per- 
ceived threat from Russia 
was greater, he says. 


Such attitudes suggest Mr 
Klaus Is right to believe 
there are few votes to be 
won touting Nato member- 
ship. But nfffejniii fell it 
bring economic benefits, 
especially to the ailing aero- 
space industry through alli- 
ances with western defence 
contractors to upgrade the 
air force’s fighting capacity, 
for which a Hbn contract is 
in thi» offing. Ministers have 
already agreed to underwrite 
the air force's purchase of 72 
of the L158S, costing Kc23bn 

($717m). 

President V&clav Havel, 
the leading proponent of 
Czech membership of Nato, 
is said to be p riv ately dis- 
mayed at the government’s 
stance. He regards member- 
ship as a crucial . step 
In the country's integration 
Into western institutions 
and has tried to convince 
Czechs of its benefits, with 


little apparent success. 

Other Czech leaders are 
also concerned at file lack of 
public support. Mr Michael 
Zantovsky, leader of a junior 
government party and a for- 
mer Czech ambassador to 
the US, complained this 
week that the apathy could 
be counter-productive, and 
urged a greater awareness of 
what is at stake. 

Western diplomats say 
that “for purely practical 
purposes" there is no need to 
have any real debate since 
“the invitation will be forth- 
coming and it will be 
.accepted." But same believe 
wide*, public support would 
Smooth ratification of Nato 
expansion through the US 
congress. 

“There is a danger that it 
will be seen as dragging the 
Czechs into Nato against 
their wilL This is an historic 
decision affecting the whole 
nation,” one said. 

• This is the second article 
in an FT series on the time 
countries most likely to be 
invited to Join Nato m Mad- 
rid on July 8. The first article 
yesterday looked at Bungaqr 


Yugoslavia justifies debt proposal 


By Anthony Robinson, 

East Europe Editor 

Yugoslavia could afford to repay 
only SI per cent or roughly $480m of 
the $2.4bn it owed to foreign com- 
mercial banks, Mr Danko DjurdCi the 
Yugoslav deputy prime minister, 
said yesterday. 

He was responding to a negative 
reaction from the London Club of 
bask creditors representing around 
200 foreign banks to Yugoslavia’s 
debt restructuring proposals pres- 
ented to them, earlier this week. 

“We are not tied to a rigid SO per 
cent figure for defat reduction and 
we have agreed to go through the 
data with the banks to see if we can 
afford to pay more. But we have 
other commitments to the IMF, the 
World Bank and other creditors and 


we must have some resources left 
for investment,” Mr Djunie said. 

“We are ready to make sacrifices. 
But there is no point in agreeing to 
unrealistic terms which might cause 

us to default on any new loans or 
bonds [issued to restructure the cur- 
rent debt!," he added. 

Mr Djunie admitted that the 
request for an 80 per cent reduction 
had been “a red flag” to the hank* 
“But former Yugoslavia’s creditors 
have already been paid 61 cents for 
every dollar of former Yugoslav debt 
thanks to debt restructuring agree- 
ments already reached with Slo- 
venia. Croatia and Macedonia,” be 
added. 

The two sides have agreed to meet 
again next month, but no date or 
venue has been set Bankers were 
frustrated by what they saw as unre- 


alistic and essentially political pro- 
posals while they had expected a 
basis for serious negotiations. 

The bank's reaction could eventu- 
ally rebound against Mr Slobodan 
Milosevic. 

The Serbian president’s current 
primary interest is to assure himself 
another four years in power as presi- 
dent of Yugoslavia. But once elected 
by the federal parliament he controls 
he must get Yugoslavia back into 
the financial mainstream to escape 
impending bankruptcy and further 
economic collapse. 

Mr Milosevic has proved that he is 
prepared to sell off prime assets at a 
bargain price to suit his own elec- 
toral needs. 

But bankers noted that less than a 
week after the Serbian treasury 
received around DMLSbn (*890m) in 


cash from the total DML57bn which 
Stet and OTE, the Italian and Greek 
telecoms companies agreed to pay 
for a 49 per cent In Serbian telecoms, ' 
the government caved in to striking 
doctors and medical staff: 

Other sectors of the poorly paid 
workforce are now expecting that, 
their salary backlogs will also be 
paid and this wfil farther drain off 
funds which would otherwise be 
available to finanra* enterprise and 
bank reforms. 

Meanwhile, the World Bank said 
yesterday that the board would meet 
on Tuesday to discuss a $3Qm Joan to 
Croatia after the US government sig- 
nalled its anger at the Croatian gov- 
ernment's record on human rights 
and compliance with the Dayton 
peace accords by calling for the post- 
ponement of a decision on the loan. 






more 



Froach (fired investment abroad almost doubled last . 
year, but domestic investment was subdued, according to 
the central bank's mmual report. .. 

While France’s fOTeign . trade is healthy and- 
coxxsixmption generally better than expected, the 
relatively low levels- of investment do much to.explato 
why growth, was only L&per emit in 1996 and only 0.2 per 
cent in the first quarter of this yean. : 

■ ■. French direct investment in-foreign roOntries . doubled 
to FFrl5&£bxx <$26.&m)in 1996 from FFrT&Gfon a year 
before. The bank said five countries - the US, Germany, 
the Netherlands, Belgium and Italy - accounted for mare 
than half of it- Brazil; in eighth place overall, 'topped the 
list of French investment in developing countries. 

Over the same period, foreign direct investment to 
France edged down frDXSLFFrlKLlbn to FFrtHLSbn. But 
the hawk mid tiie level remained high and “confirmed the 
attractiveness of France". David Owen. Paris 

Peugeot chief lowers forecast 

Mf Jacques Catyet* soon to retire as chairman of French 
carinakerFeugeofrCttrota. has again lowered his forecast 
of new car ««Iqs in domestic market this year. He told the 
group’s annual meeting yesterday that he expected sales 
to be down 15.6 par cent from year-earlier levels at about 
i Bm x jrdt s: • 

to May, he was projecting a 13J per cent decline, 
suggesting then that France was likely to be only the 
fourth largost European new car market this year, b ehin d 
Germany, Britain and Italy. While the French market was 
“crumbling", Mr Calvet said, new car sales in western 
Europe should rise by 2.1 per cent this year. with, a 
particularly strong 26 per cent advance In Italy, where 
sales have been stimulated by a government rebate 
programme. - - - 

Mr CaNet said the expected, decline to Peugeot-dtroSn’s 
French iales this year would be “almost entirely 
compensated” by higher sales elsewhere hr Europe and 
the rest of the woridL' • David Owen, Paris 

Peugeot, Page 18 

Geneva to lose oldest paper 

Geneva is to lose Its oldest independent, newspaper. 
Journal de Genftve, founded to 1826, Js merging with 
Lausanne's Nouveau Quotidien, Switzerland's newest and 
most successful dally newspaper, to form the Nouveau 
Journal. The headquarters of the new paper, which will 
have a combined circulation of more than 70,000, will be 
to Geneva, hixt Mr Eric Hoesh. editor of IJHehdo, a weekly 
magazine owned by the rival Ringier group, fe being 
brought to as editor. 

Journal de Gendve lost SFr2.9m ( 52 m) last year, and 
Nouveau Quotidien, whicb has a slightly higher 
circulation, is also believed to be tossmiaklng. The 
combination of the two groups wifi create the biggest 
newspaper in French-speaking Switzerland. Nouveau 
Quotidien, established in 1991, is 80 per cent owned by 
Edipresse, the biggest publishing group to 
French-speaking Swlcrerlaxul, and 20 per cent by Ringier, 
the biggest publisher of Switzerland's German language 
ptess. Journal de Gendve is TO par cent owned by the 
Sandoz fernfiy foundation. WiUiam HaU, Geneva 

Cousteau dies at 87 

-Tnrapioq-ympc Cmn vtpav thp Pranp.h.w»fW»amIiB<r and 
documentarymaker made internationally famous by the 
[^success of his films of the natural world, died yesterday 
aged 87. ' 

Born in I91D in the Gironde, he studied at naval college 
and was employed as a marine officer until 1956. He 
worked as a spy against the Italians during the war. and 
in the subsequent years he developed a career in 
oceanography, deep-sea diving and using his ship Calypso 
as his base. - 

; Coustean was not trained as a scientist and his many 
hooks and films often triggered controversy with 
specialists. His real achievement was to popularise 
nature, and his film The Silent World, made with the 
director Louis Malle, won the 1956 Palme d’Or at the 
Cannes festival. Multiple television contracts gave him 
strong financial independence, bto also created tanskms 
with his family, and notably a falling-out with his son 
Jean-Mlchel, who launched various business activities to 
the US using his name. 

An early campaigning ecologist, he criticised nuclear 
discharges into the sea as early as I960, the relaunch of 
the co n troversial Superphfinlx nuclear fast reactor, and in 
1995 the resumption of nuclear testing by France's 
newly-elected President Jacques Chirac. He received 
many honours, including membership of the Acad&mie 
Frahqaise, awarded belatedly to 1988. Andrew Jack, Paris 

Germans dash over Emu 

Germany’s difficulties to meeting the criteria for a single 
European currency tliis year triggered a row yesterday 
between senior figures to the government coalition 
parties of Chancellor Hefrpnt Kohl. Mr Edmund Stoiber, 
Christian Social Union premier of Bavaria, was accused of 
anti-Europem populism" by Mr Wolfgang Gerhardt, 
leader of the Free Democratic party in Bonn. Mr Stoiber 
had insisted to a newspaper interview on strict adherence 
to the 3 per cent target for public sector deficits of 
anmtries Joining monetary union. 

Mr Stoiber described “3.0 per 'cent as synonymous with 
a stability culture", and said Germans had a relatively 
low ownership of property, with much of their money 
invested in life insurance. Abandoning monetary stability 
would be “the biggest breach of trust to Germany’s 
history"., 

Mr Gerhardt described Mr Stoiber as “a brother in 
spirit" of Mr Gerhard SchrOder, the Social Democrat 
premier of Lower Saxony and possible challenger to Mr 
Kohl to next year’s elections. Mr Schroder is one of 
Germany’s mere Exirosceptical politicians. Mr Gerhardt 
argues a slight overshooting of the deficit target need not 
Jeopardise the euro’s introduction. Ralph Atkins, Bonn 

ECONOMIC WATCH 


Spanish GDP up 2.9% 


ifemuaF ‘ .Vr *■* 


.Spain's gross domestic 
product rose in the first 
quarter of the year by 24) 
per cent compared with the 
-same period a year earlier, 
the national statistics 
institute reported 
yesterday. Most sectors 
experienced positive and 
accelerated growth, except 
® 0r construction sector, 
' theinstitute said. Output 

of capital goods- increased 
by 7.8 per cent, while. 

r l-jj ‘ - ; cwistructibh act ivi t y fen 

.t 23 per cent in' the period. 

1 1 L.T. “ . 1 **- 



9fhW. Private consumption grew 
** M ** cent poMfc 
..cimsumptiondedinedby 

L5 per cent Internal demand grew 1.6 per cent while 
exparts.af goods and -services grew 1 L 2 per cent and - 
imports of goods and services rose fay 6.4 per cent from 
tbe same quarter a year earlier, the institute 
said.' AP, Madrid 





MOST BANKS SPEND A GREAT DEAL OF TIME WORRYING ABOUT MANAGING RISK. 
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WE’LL TRY NOT TO TAKE IT PERSONALLY. 
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It goes without saying that the systems hanks use to process payments must be connected seamlessly to share data. Duplicate data and inconsistent 
processing make managing risk impossible. That’s why banks worldwide are selecting the Tandem 1 Payments Factory, which integrates banks’ 
applications and their data. The Tandem Payments Factory is a Windows NT' Server-based solution from Tandem and Microsoft that combines the 
flexibility and cost-effectiveness of Windows NT Server with the businessmticdl reliability and security of Tandem hardware and software. In short, 
banks get the best of both worlds. Windows NT Server provides the power and scalability to handle T billion transactions a day and access to 
terabytes of data quickly. Tandem systems are trusted to handle 90 % of the world's stock transactions, 80% of all cash dispenser transactions, and 66% 
of all credit card validations. To. learn more, visit our alliance Web site at www.bizcriticcd.com. Or call Rachel Corcoran at 0 800 826336 
for our latest information pack which includes whitepapers on “Making Enterprise-Class Clusters Come Alive n and “The Tandem Payments Factory 

Every second, every transaction, every customer counts. 


Microsoft 
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* reliability, no limits * 
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Optimism picks up in Japan 


survey 
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By GilBan Tett in Tokyo 


Japan’s leading 

manufacturers are more 
optimistic than at any time 
since November 1991, the 
Bank of Japan's authorita- 
tive Tankan survey of busi- 
ness confidence showed yes- 
terday. 

The upbeat picture star- 
tled the financial markets 
and fuelled hopes that the 
economy is expanding 
steadily - in spite of recent 
tax increases. 

It also raised speculation 
that the survey could pave 
the way for a rise in interest 
rates. The 10-year September 
benchmark Japanese govern- 
ment bond dipped 136 basis 
points to close at 123.05. 


December euroyen futures 
fell 16 basis points to 9&S per 
cent. At this level, traders 
expect interest rates to be 1.1 
per cent m December, com- 
pared to their current, his- 
toric low of 0-5 per cent 

Mr Marshal] Gittler. head 
of economic research at SG 
Warburg in Tokyo, said: 
“This survey came as a bolt 
from the blue - it caused 
panic selling in the bond and 
futures markets.” 

However, the survey also 
showed that many non- 
manufacturing companies 
remain distinctly gloomy. 
Consequently, most econo- 
mists take the view 
that the Bank of Japan Is 
unlikely to raise rates until 
at least the autumn. 


The quarterly Tankan sur- 
vey is the most authoritative 
guide to short term eco- 
nomic trends in Japan and is 
used by the bank in making 
its interest rate decisions. 

The June survey is partic- 
ularly significant because it 
provides one of the first sig- 
nals about how the economy 
has reacted to the controver- 
sial rise in consumption tax 
from 3 per cent to 5 per cent 
in ApriL 

Economists bad expected 
the Tankan to show manu- 
facturers became gloomier 
between March and June, 
since it was feared that the 
tax increase had dampened 
domestic demand. Some also 
thought the recent rebound 
in the yen would dampen 


exporters’ optimism, since it 
makes their goods more 
expensive in world markets. 

But the balance of manu- 
facturers expressing opti- 
mism, compared with those 
expressing pessimism, was 
plus 7 in June. This is the 
highest figure since Novem- 
ber 1991 and well above mar- 
ket forecasts of 0. Ms Jane 
Berryman, as economist at 
Technical Data, a research 
group in Tokyo, said: “To 
call this an eye-popper is an 
understatement." 

Some economists hope this 
upturn indicates that the 
Japanese economy is head- 
ing for the type of low infla- 
tion growth seen in the US. 
Mr Kenneth Courtis, chief 
economist for Deutsche 


Bank in Tokyo said: "This 
could be the son of Japan's 
own ‘GoWUocks’ recovery.” 

But the data showed that 
the currea: picture remains 
distinctly patchy. Smaller 
manufacturers were much 
less upbeat than their large 
counterparts: sentiment in 
that sector was minus 7 in 
June, compared with minus 
6 in March. And non-manu- 
facturers in fact became 
gloomier sentiment among 
large companies fell from 
min us 6 to minus 7 far this 
period, and from minus 9 to 
minus 11 among small 
groups. 

This partly reflects the 
problems in the financial 
sector. However, Japan’s 
broader programme of 
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deregulation is also thought 
to be hurting many of the 
smaller and medium sized 
companies, as growing com- 
petition allows larger compa- 
nies to win more market 
share. 

Editorial Comment, Page \Z 
hex, Page 14 


Taiwan tries to come to 
terms with HK handover 



HONG KONG 

July 11 997 


Taiwan authorities 
will put on public 
display for the first 
time tomorrow the 
original 1842 Treaty 
of Nanjing that 
forced China to sur- 
render Hong Kong 
to British control, 
to commemorate 
the end of colonial- 
ism on c. him»sA soil. On Saturday, 
tens of thousands of Taiwanese 
will march in a demonstra- 
tion in Taipei called “Say No to 
China, Say Yes to Taiwan” to show 
Taiwan is already an independent 
country and to oppose unification 
with China along the tines of the 
“one country, two systems” model 
devised for Hong Kong 
On the eve of Hong Kong’s rever- 
sion to Chinese sovereignty. 
Taiwan is watching events in the 
territory with feelings of ambiva- 
lence Nationalist pride is tinged 
with apprehension that one master 
may be replaced by another per- 
haps less benevolent - and with 
stated ambitions to fold Taiwan 
under the wing of the motherland 
next 

This ambivalence is embodied in 
the very title of the Nanjing Treaty 
exhibition at Taiwan’s National 
Palace Museum, repository of 
imperial Chinese treasures spirited 
away before tike 1949 communist 
takeover. “Humiliation and revival 
from the Treaty of Nanjing to the 


Japanese Surrender a special exhi- 
bition of diplomatic documents 
concerning the Republic of China's 
struggle for freedom and equality” 
recalls C hina 's mistreatment at the 
hands of foreign oppressors but 
also hints at Taiwan’s hard-won 
democratic transformation in 
recent years. 

Officially, Taiwan’s ruling 
Nationalist party advocates even- 
tual reunification with China, but 
only alter China becomes as demo- 
cratic and prosperous as Taiwan. 

The views of ordinary Taiwanese 
toward Hong Kong’s impending 
transition and its significance for 
Taiwan vary, but most evince a 
wariness wherever they stand on 
the political spectrum. 

“After Hong Kong returns to Chi- 
nese sovereignty, the people in 
China and Hong Kong believe 
Taiwan win be next,” said Ms Chou 
Hui-chen. a graduate student. “But 
in Taiwan, the percentage of people 
who want to reunify is actually 
quite small, especially after last 
year’s missile tests.” 

Ms Chou says she favours “con- 
ditional reunification” some day. 
“If Taiwan people can maintain 
their own political system and liv- 
ing standards then it should be 
fine. But if reunification means 
sacrificing democracy and freedom 
then I am against it," she said. 

Mr Richard Hsiao, who works at 
a bank, does not see Hong Kong as 
a model for Taiwan. “My family 


has always strongly believed 
Taiwan should be independent,” he 
said. “My parents want nothing to 
do with China. They even forbid 
me to marry a mainlander." In 
Taiwan the term “mainlander" 
refers to those who Qed the Chi- 
nese mainland following China's 
civil war which ended in 1949- 
Ms Huang Chu-li, a secretary, 
has relatives in Hong Kong and is 
not especially concerned about the 
handover but will be keeping a 
close eye on developments. “I don’t 
think there will be much impact on 
Taiwan, although we’re not too 
sure about economic and trade 
relations. Anyway I’m going to 
visit Hong Kong on my holiday 
next month just to take a look 
around.” 


M r Jeremy Chen, a chiro- 
practor. said Taiwan is 
watching very closely to 
see how China treats Hong Kong. 
“If things go smoothly then we will 
be able to relax, and maybe talk to 
China about reunifying eventually. 
But if China interferes too much in 
Hong Kong affairs, abuses the free- 
dom and civil rights of Hong Kong 
people, or doesn't allow Hong Kong 
to govern itself then people in 
Taiwan will be afraid.” 

Taiwan may prefer to be an inde- 
pendent country, but this may be 
impossible, Mr Chen said. “We 
have to be realistic - unfortunately 
China likes to use force and 



Protesting support e rs erf Taiwan independence born a Chinese flag 


nobody wants a war. Look - China 
won’t even let us join the World 
Health Organisation, which has 
nothing to do with politics, much 
less the United Nations. Ultimately 
we don't have a choice - we’ll 
probably have to reunify someday. 


CONTRACTS & TENDERS 


SALE AND LEASE BACK OF TWELVE 
BOEING 737-200 AIRCRAFT 


Indian Airlines Ltd. invite offers for sale and lease back 
of 12 Boeing 737-200 Aircraft powered with JT8D-17A 
engines. Interested parties are requested to submit 
their offer in the prescribed tender form to reach 
the following latest by 1530 Hrs. (1ST) on Tuesday, the 
12th August 1997: 


Director, Stores & Purchases 
Indian Airlines Ltd. 

Safdarjung Airport 
New Delhi - 1 10 003 (India) 

Attn. : T. S. CHANDRASEKAR 

Tel: 0091-11-4611293 Fax No : 0091-11-4621776 

Sita : DEUZIC E-Mail : tsc.ia(@gems.vsnl.net.in 

Prescribed Tender (Tender No. HSP/SALE & LEASE-IN 
B737/026) Forms can be obtained from the above 
office, preferably through E-Mail. 




Indian Airlin 


*Manab ranr-tpitu) 
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+44 0171 873 3252 Fax +44 0171 873 3098 


Patten warning 
on clampdown 


By Peter Montagnon and 
John Ridding in Hong Kong 
and Lionel Barber 
in Brussels 


Mr Chris Patten, governor of 
Hong Kong, yesterday 
warned the Incoming Chi- 
nese administration against 
coming down with a heavy 
hand against protests on the 
night of the handover. Dem- 
onstrations are planned 
against the abolition of the 
legislature elected under his 
democracy reforms and its 
replacement with an 
appointed provisional body. 

“It’s in everybody's inter- 
est to ensure that the 
arrangements for the hand- 
over are able to confirm 
Hong Kong's reputation for 
moderation and responsibil- 
ity.” he said in an interview. 

Mr Patten warned that a 
decision by most European 
Union countries to send min- 
isters to the Chinese cere- 
mony to swear in the provi- 
sional legislature would 
further encourage China to 
disregard international pres- 
sure on human rights. 

Europe “fell apart” on the 
UN human rights resolution 
criticising tthiwa this spring, 
which France refused to sup- 
port. “It may well go in sev- 
eral different directions on 
this too.” he said. That 
would leave the US and UK 
as the only main countries 
whose ministers were deter- 
mined to stay away from the 
swearing-in. 

France has already sig- 
nalled its intention to send 


Mining groups 
oppose curbs 
in Indonesia 


By Manueta Saragosa 
in Jakarta 


Mining companies operating 
in Indonesia are set to fight 
demands by the Indonesian 
government giving the state 
unprecedented control over 
equity and profits in |ii»w 
mining projects. The move, 
they say, threatens to drill 1 
away foreign investment m 
the sector 

The Indonesian Mining 
Association, which repre- 
sents both local and foreign 
interests, has urged the min- 
istry of mines and energy to 
rethink its moves to revise a 
batch of contracts involving 
some 240 new mining pro- 
jects which hod already been 
agreed by all parties earlier 
this year. These contracts 
“have already been initialed, 
money has been spent (to 
meet the terms}. We cannot 
accept changes now,” said 
Mr Benny Wahyu. the asso- 
ciation's secretary general. 

Executives .it foreign min- 
ing companies have warned 
that the new terms will 
scare off foreign investment 
in Indonesian mining, 
severely damaging an indus- 
try which accounts far about 
7 per cent of gross domestic 
product and is driven by for- 
eign capital and expertise. 
The government's demands 
show “a strong nationalistic 
streak: the proposed terms 
are likely to kill off the 
industry.” said a foreign 
Jakarta-based mining execu- 
tive who described the revi- 
sions as "contradictory and 
vaguely worded". 


The reijMil ten:*-** v»«»u:'! 
allow the l!ub>n«**»uu 
Hies to demand .in 
errtty unfunded quant it' n* 

equity in any 

mining project, require foi 

eigti miumi* companies to 

raise additional e.ipltal »*n 
Hit* domestic exchange ami 
forw western muwnu eutiv.u 
mes to breach timely disclo- 
sure laws m their hmise 
countries by demand it w that 
thev make all their data 
available to the Indonesian 
authorities before re lea:, d-: 
it tu the public. Thev WVU’d 
also bar foreigners fr.*n*. 
working »i jmMtions below 
that of a director at compa 
iui*s which hair operated m 
the country for more than 
six years. 

Indonesia's mines and 
energy minister tabled the 
revised terms earlier tin-, 
week but did not elanfi 
whether they were negotia- 
ble. mu tally, the mml>tr> 
had indicated foreign mining 
operators were required i« 
sign the revised contracts by 
yesterday, hut it has Mini* 
extended the deadline until 
July 29 without explanation 
Foreign mining companies 
had warm*d the aUthontws 
that companies wen* likely 
to refuse to operate uinlrt 
the new terms. 

The government's moves 
conic amid nationalistic calls 
lo increase control over the 
mining sector following »h*‘ 
scandal surrounding the 
Busang field in east Kali- 
mantan. subject of a tawdry 
tussle for control between 
presidential children 


But it will take years and years - 
first we have to see what happens 
in Hong Kong and wait until Chi- 
na’s living standard is equal to 
Taiwan’s" 


Laura Tyson 


senior representatives to 
attend the Chinese cere- 
mony. Even the Nether- 
lands, traditionally an out- 
spoken defender of human 
rights, is expected to attend 
because it holds the rotating 
EU presidency. 

Mr Patten said he could 
understand countries' con- 
cern at not wanting to boy- 
cott a ceremony which 
would also include the 
swearing-in of Hong Kong’s 
new chief executive, as well 
as the territory’s judiciary 
and top administrators. 

The British Foreign Office 
said yesterday that the UK's 
consul-general in Hong 
Kong. Mr Francis Cornish, 
and Mr Hugh Davies, who 
heads Britain’s team on the 
joint liaison gronp with 
China, would attend. 

The Foreign Office said, 
however, that this in no way 
implied approval of the pro- 
visional legislature, and 
there had never been any 
question of British ministers 
attending the swearing-in 
ceremony. 

Mr Patten defended 
Britain's apparent change of 
heart in agreeing to allow a 
further advance guard of 
Chinese troops to enter 
Hong Kong a few hours 
before the midnight hand- 
over. The troops would come 
in in buses with their weap- 
ons stowed. “If you'd had 
large numbers more arriving 
in Hong Kong earlier in per- 
sonnel carriers, that might 
have been rather differently 
perceived." 


ASIA-PACIFIC NEWS DIGEST 


Donors pledge 
$6.7bn to India 


International aid dnnnrs meeting m Paris yesterday 
pledged SG.Thn. tu India for the current financial year, 
about the same as last year’s $d.r*bn. The lndiau 
government said in a statement released in New Delhi: 
“India’s economic reforms received strong .support and 
endorsement from the community of bilateral and 
multilateral donors assembled in Paris". 

The annual India Development Forum meetings in 
Paris on Tuesday and yesterday were held under the aesis 
of the World Bank and attended by representatives of the 
Asian Development Bank. European Commission and 
International Monetary Fund. 

The SS-Tbn pledge was in line with the expectations of 
Indian officials, who said the country had stepped up 
utilisation of external assistance in the 1996-97 fiscal year 
to March 31. The 15-party centre-left coalition or Mr I.K. 
Gujral. the prime minister, has pressed ahead with 
free-raarket reforms initiated in 1991 when India faced a 
balance of payments crisis. Reuter. AVir Delhi 


Reserve Bank reduces interest 


The Reserve Bank of India, the country’s central bank, 
yesterday cut its bank rate by one percentage point from 
11 per cent to 10 per cent with immediate effect. Analysts 
see it as a move to boost further a sluggish economy. 
Market rates are expected to move in line with the RBI's 
hank rate, the level at which the central bank lends to 
commercial banks, continuing a downward trend. This 
was the first occasion the RBI had used this lever to 
signal a general cut in rates since it unveiled its credit 
policy in ApriL This week, the government said inflation 
was continuing its downward trend, with the wholesale 
price index felling to 5.83 per cent from 7.99 per cent in 
January. Kkozem Merchant, Sew Delhi 


N Korea to discuss agenda 


North Korean leaders have agreed to help arrange 
four-nation peace talks aimed at closing the books on the 
1950-53 Korean War, officials in Seoul said yesterday. 
“Pyongyang has accepted a suggestion that senior 
officials from the two Koreas. the United States and C hina 
meet around early August to set an agenda and other 
details for the peace talks,” the Seoul government said. 

Any settlement would represent a breakthrough in 
replacing, with a peace treaty, the armistice that ended 
the war. Wednesday marked the 47th anniversary of the 
outbreak of the conflict. Representatives of North and 
South Korea and the US agreed in New York earlier this 
month that a preparatory meeting of the four-party talks, 
also to include China, would take place in New York or 
Geneva next month or in August. 

Rodong Sinmun. the North's official daily newspaper, 
said Pyongyang would be ready to discuss peace “as long 
as the enemies do not provoke a war. The Korean People's 
Army is keeping an eye on the warmongers." it added. 

North Korean watchers said acceptance of peace talks 
represented a reversal of North Korea's previous stand 
that any treaty to secure peace on the Korean peninsula 
must be signed directly by Washington and Pyongyang, 
excluding South Korea. Reuter, Seoul 


IMF ready for talks in Manila 
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By Justin Marozzi in Manila 


An International Monetary 
Fund delegation arrived in 
Manila yesterday to start 
negotiations for a four- 
month extension of the Phi- 
lippines’ programme, amid 
mounting concerns over the 
the country’s fiscal position. 

Mr Shigemitsu Sugisakx, 
deputy managing director of 
the IMF. will also meet Pres- 
ident Fidel Ramos and Mr 
Roberto de Ocampo, the 
finance minister, next week 
to thrash out the final 
details of what observers 
expect to conclude in a new 
arrangement with the fund. 

The country narrowly 


failed to complete its three- 
year 5684m programme - 
which expired on Monday - 
after failing to pass the 
remaining portion of the 
comprehensive tax reform 
programme (CTRP) before 
Congress adjourned earlier 
this month. The CTRP. 
designed to ensure depend- 
able revenue streams as pri- 
vatisation proceeds dwindle, 
is the last structural reform 
required under the IMF pro- 
gramme. 

Without a comprehensive 
tax system in place the coun- 
try is now beginning to feel 
the pinch, as the govern- 
ment reduces public sector 
surplus forecasts for the 


year. ’’The mere delay in 
passing the CTRP is already 
sending concerns." said Mr 
Joven Balbosa. economist at 
W.I. Carr, the stockbroker. 
"Last year, the government 
was forecasting a {1997] bud- 
get surplus of 15bn pesos 
(S570m). in March it scaled 
that back to 13bn pesos, and 
now it's looking at about 
7.5bn pesos. This is a real 
ride." 

Over the weekend, Mr 
Dante Cantos, deputy direc- 
tor general of the National 
Economic and Development 
Authority, said the govern- 
ment was looking at options 
to avoid hitting a budget dpf. 
icit for 1997. after admitting 


the surplus of -i.ybn pesos for 

-- -*q*M 

the first five months 


appeared "weak" against 


likely revenue shortfalls. 

- 

The IMF team will exam- 


ine tlie country's fiscal reve- 

• 

nue, foreign investments. 


balance of payments posi- 


tion. and national income 


and prices. 



eminent's position on repay- 
ing tin* country's three main 
oil companies - Petron, 
Shell aud Cult ex - from the 
oil price stabilisation fund, 
the buffer facility used to 
absorb fluctuations on the 
world market before the 
industry was liberalised in 
February. 
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^ &| — NEWS: WORLD TRADE 

* I A,. - US aircraft maker seeks to persuade European Commission to drop takeover objections 


.• V 


,n IndoJBoeing may alter exclusive supply deals 


Michael Skapinfcer, 
Aerospace Correspondent 

Boeing in considering 
altering long-tom exclusive 
aircraft supply agreements 
with three airlines as a way 
of per sua di ng the European 
Commission to approve its 
planned takeover of McDon- 
nell Douglas. 

Mr Karel Van Miert, the 
European Union competiil- 
ton commissioner, has 
described the agreements 
with American, Delta and 


Continental Airlines as 
unacceptable. Under the 
agre e ments, the airlines 
have appointed Boeing as 
their sole aircraft supplier 
for 20 years, in return for 
price concessions. 

Mr Van MQert has told Boe- 
ing that he objects to the 
planned takeover of McDon- 
nell Douglas, announced tn 
December, on three grounds. 

The first is that the 
e nlar ged Boeing will control 
two-thirds of the world wi de 
cfva aircraft market, making 


it difficult for Airbus Indus- 
trie. the European consor- 
tium. to compete. 

The second is that the 
Commission believes Boeing 
will use McDonnell Doug- 
las’s federal flpfgnce funding 
to support development of 

QVil airc raft 

The third oigection is the 
exclusive deals. ' 

Although Boeing has said 
the deals are rmT*»in t<» d to 
the merger, and are an inter- 
nal us matter, the cnm p un y . 
is believed to be -ready to 


offer the Commission con- 
cessions on the issue, (hie 
possibility being considered 
is shortening the length of 
the a greement s . 

Even if the agreements are 
chang ed , the three US air- 
lines are unlikely to buy Air- 
bus. aircraft as they have 
decided to purchase Boeing 
aircraft only as a way of 
reducing maintenance and 
costs. 

Although Boeing initially 
played down the threat of. 
action from the Commission 


against the takeover, it has 
recently shown greater anxi- 
ety over wbat the EU might 
da 

The Commission has the 
right to impose a line equiv- 
alent to 10 per cent of the 
enlarged Boeing’s $48bn 
turnover if it goes ahead 
with the takeover without 
the Elf's approval. 

Boeing officials have 
warned Mr Van Miert that 

he risks provoking a trans- 
atlantic trade war If be 
blocks the takeover. 


H owever , at the Paris air 
show last week. Mr Ron 
Woodard, Boring’s head of 
canmerdal aircraft, said he 
hoped a trade war would 
pure nrmrrpmry. 

• The Tunisian flag carrier. 
Tunis Air, yesterday said it 
planned to buy 19 aircraft 
between 1997 and 2005. 
including nine over the next 
three yeans. The fleet plan, 
which took three yean to be 

set up, was to replace some 

of tbe company's veins Bw- ! 

ing 727 and 737-200. 


Concern grows 
over digital 
copyright delay 


China 


- 3y Tony Walker m Belong 

Russia and China are set to 
mnclude agreements this 
. veek aimed at boosting 
wo-way trade to $20bn a 
! 'ear by 2000. from last year’s 
feSbn. 

The agreements, in chiding 
* [ multf-bfllion-dollar dea l to 
xploit Siberian natural gas, 
re due to be signed tomor- 
ow by Mr Victor Cheruo- 
ayrdin, Russia’s pr ime mm - 
‘jter, and Mr Li Peng, his 
'Chinese counterpart 


Mr Boris Nemtsov. Rus- 
sia's first deputy prime min- 
ister in charge of fuel and 
energy, arrived in China this 
week to hammer ont the 
agreements covering oil and 

gas extraction and railway 
transport, along with the 
framework trade deal 
The official Xmhna news 
agency said, in talks with Mr 
Li, Mr Nemtsov had urged 
expansion of bilateral trade, 
saying present trade volume 
did not correspond with the 
size of the two countries. 


The Russian embassy said 
a “framework” trade agree- 
ment would be targeted at 
"increasing the Sino-RuasUn 
trade volume to SZOfan in the 
near future". 

An embassy official frid 
the two sides were engaged 
in difficult last-moment 
negotiations on the various 
trade deals. “The final fig- 
ures are not yet agreed, or 
who will pay and how 
much," he said. “One wants 
more, the other wants less." 

Russia and China are 


believed to be wrangling 
over details of the agreement 
to exploit Siberian natural 
gas and oil its transship- 
ment to r rbh-m by pipeline. 

cmt]b which is and 
less able to meet demand for 
ail from its awn resources, 
has embarked on a drive to 
secure supplies abroad. 
Siberian oil nTlf ^ pw would 
h<»ip overcome the deficit. 
China and Russia are 

nogpHnHnp lli» supply of g 

Russian-built nuclear power 
<t**w<vn in southern Jiangsu 


Province. Mr Cheraomynttn 
is also certain push the rase 
of Russian contractors who 
have put up bids to supply 
components for the first 
stage of the Three Gorges 
hydro-power dam on the 
Yangtze. 

A Russian consortium is 
bidding for a contract to sup- 
ply 14 generators with a 
total installed rapacity of 
9.800MW for the Three 
Qpiget power station. 

The China Yangtze Three 
Gorges Development Corpo- 


ration is reviewing tenders 
tar the generating units and 
has said it planned to select 
the winning bid by fade June 
or ear l y July. 

- Other groups in the run- 
ning in cl u d e Siemens of Ger- 
many and GE Canada; the 
Anglo-French group GEC 
Alstbom; ABB; a Japanese 
gro u p; Impsa of Argentina 
and Wsstinghouse of Can- 
ada. The Three Gorges , 
hydropower and water con- i 
servancy project is ached- i 
uled for completion in 2009. I 


ByJtfoe R a w l h o m 

Concern is growing in the 
music industry about the 
lack of progress in imple- 
i meriting last year's agree- 
| meat by the World intellec- 
tual Property Organisation 
(WO) to extend copyright 
law to digital distribution 

systems. 

Digital copyright is top of 
the agenda at a meeting of 
senior record executives 
organised by the Interna- 
tional Federation of the Pho- 
nographic Industry (IFPI). 
which represents the world’s 
record companies, in Lisbon 
this week. 

The prospect of 
distributing sound record- 
ings over the internet and 
other digital systems, such 
as high-speed cable televi- 
sion and advanced telecom- 
munications networks, is 
regarded as an exciting 
opportunity for the industry. 

However, there Is wide- 
spread concern about the 
dearth of legal protection for 
intellectual property in the 
digital domain. Record com- 
panies welcomed the 
announcement last Decem- 


ber that a W1PO diplomatic 
conference in Geneva bad 
endorsed two treaties to pro- 
vide the protection needed. 

The treaties specified that 
the 150 countries belonging 
to W1PO should amend copy- 
right law to ensure that the 
legal protection given to 
books, music and computer 
software should apply when- 
ever those properties are 
transmitted by digital 
manfw. thereby entitling the 
author, publisher and per- 
former to receive royalties. 

Six months later, no gov- 
ernment has ratified the 
treaties, according to the 
IFPI. Ms Frances Moore, 
IFPrs director of European 
affaire, said the issue should 
be made a "top priority" for 
governments as the music 
industry “desperately needs 
investment security In the 
information society”. 

At the Lisbon meeting, 
record executives wlD dis- 
cuss ways of stepping up 
pressure on governments. 
The next step should come 
in autumn when the Euro- 
pean Commission is to pub- 
lish a draft directive cm digi- 
tal copyright. 
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US loses milk 
hormone vote 

. . rhe European Union has fought off a US attempt to allow 

'the use of a genetically engineered growth hormone 

Encourages cows to give mare mflk- 
/ " A United Nations food standards body. Codex 

"•"""■“wiB, \limentarius Commission, meeting in Geneva, voted to 
. .iefer a decision on the contentious issue for two years to 
*1 1 imp n I nJiBow in-depth scientific research. The commission - a 
1 Il.fl > N [nroint World Health Organisation and Food and 

1 Agricultural Organisation body - sets international food 

. . mm | • afety standards and meets every two years. Under 

V 7 I HI fn I international trade rules, higher standards must be 

. ^ ^ I . / ftlll lU lpstified scientifically or risk challenge as 

irotectionism. 

The debate pitted the 15-member EU against the US, 
tlso backed by Canada, which supported a commission 
' proposal allowing the use of genetically engineered 
' growth hormone to boost milk production in cows. This 
vas also opposed by international consumer groups as 
mnecessary and possibly unsafe. The dispute could 
m tpn tiaHy st rain transatlantic trade, relations if it 
lecame more heated, diplomats said. Reuter. Geneva 
.. Jbserver, Page 13 

US joins Timor car dispute 

ndonesia yesterday refused a US request for a World 
Yade Organisation panel to rule an whether Jakarta’s 
national car" p rog ramme violates inta-natfnna] trade 
ales. The US request, which follows establishment of a 
anal earlier this month to examine similar mmpiaintu by 
- apan and the European Union, is likely to be repeated at 
ie next meeting of the WTO's dispute settlement body on 
uly S). Under WTO rules, Indonesia must agree the 
scond time of asking. 

AH three complaints relate to generous tax breaks given 
j» . : „ .Mvjttfy to Timor cars produced by a joint venture between a 
•. j ! S . ; ‘ ■ S ‘ Dmpany controlled by President Suharto’s youngest son 

ad Kia Motors of South Korea. The US, EU and Japan 
ay th<> progr a mme is discriminatory and ^ hurt their 
lies in the growing Indonesian market Jakarta's aim 
ppears to be to delay the WTO procedure as long as 
jssible so that its domestic car industry Is well 
rtabhshed by the time it is forced to implement any 
. . iverse WTO ruling, probably in 1999. 

- In another dispute, the EU refused a first request by 
razfl for a panel an EU quotas tor poultry m ea t , which 
razil says fail to comply with a 1993 bilateral agre ement 
l compensation for reduced exports at oilseeds to the 
U. ■ Frances WSUams. Geneva 

Brussels plans patents law 

«■ The European 

Commission yesterday 
approved a green paper 
on simplifying the 
European patent system. 
*Wia Co mmission w*"* * 
to hear opinions from 
industry and 
governments on the need 
to replace the 1975 
Community Patent 
Convention with 
full-scale C ommunit y 
legislation to enable 
b usinesses to file only 
one patent application 
for the whole European 
Union. “The present 
system of pfltpntg in the 
lion is complex and expensive, and does not provide a 
diary patent for all the member states." said Mr Mario 
nnti (left), the comnussfoner who initiated the 
nsultation paper. Most companies stiQ file patents with 
parate member states as the current European 
plication has to be filed In the language of each 
?mber country the validity of a European patent is 
doubt for lack of legal test cases and ratification in all 
imber states. 

The Chartered Institute of Patent Agents potsthecost 

S M /obtaining a typical 20-page patent in eight countries 

rough the European Patent Office at about 224JXJ0. 

\nH a third of this is patent office fees, a third legal fees 
III * da third translators’ fees. The European Chemical - 

* * lustry Council said that filing and m ai nt a i ning a 

* ient in eight EU member states actually costed 

iut 2120,000, or almost 10 times as much as the 513,000 
din the US. Sander Thoenes, Brussels 

lexico imposes syrup tariff 

xico yesterday imposed anti-dumping tariffs on 
ports of US com syrup to protect the local s ugar cane 

lustry. The tariffs, fr om $83 to JITS a tonne, were 

posed following complaints from sugar cane producers, 
o argued they could not compete with imports of high 

ctose com syrup made from subsidised U5 coed. 

n 1996, Mexico imported 360.000 tonnes of com syrup 
pfte the existence of a 300,000 tonne stockpile of locally 
duced sugar. Producers claimed subsidised US imports 
200,000 farm jobs at risk. Leslie Craurford. Mexico Gty 
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To airlines, the Next-Generation 737 


s improvements mean better 


ordered nearly 600 new 737s. To passengers, flying on the 


737 simply means less stops between them and whomever 


— wu y twenty-six airlines m btteen countries have 


they’re going to see. A very important 


improvement indeed. 


www.boeing.com 
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NEWS: UK ~ 


Blair firm on 
deadline for 
N Ireland 


By Robert Poston, 

Political Editor 

Mr Tony Blair, the prime 
minister, yesterday pledged 
that new arrangements for 
governing Northern Ireland 
would be agreed by the mid- 
dle of next year even if Stnn 
Fein remained outside nego- 
tiations due to begin in Sep- 
tember. 

The settlement train is 
leaving, with or without 
Sinn F6in," Mr Blair insisted 
in the House of Commons, 
spelling out the timetable 
and conditions for participa- 
tion by Sinn F6in in formal 
all-party talks. Sinn Fein is 
the political wing of the Irish 
Republican Army. 

Sinn Fein no longer had 
any justification for its fears 
that the government would 
continually erect barriers to 
its involvement, Mr Blair 
said. He had “dealt straight 
with them [Sinn Feinl” and 
he expected “straight deal- 
ing in return". 

His attempt to pile pres- 
sure on the IRA to declare a 
renewed ceasefire was aided 
when Mr John Hume, the 
leader of the moderate 
nationalist Social Demo- 
cratic and Labour party in 
Northern Ireland, made clear 
that he now supported the 
idea that a settlement could 
be reached without involv- 
ing Sinn Fein. 

If a Northern Ireland 
agreement were reached in 
conditions of peace “ah the 
better”, Mr Hume said, but 
“if it is not. let the rest of us 
get together and work 
quickly and strongly with 
both governments [British 
and Irish) to reach that 
agreement". 

There was also clear relief 
in the British government 
when Mr David Trimble, 
leader of the Ulster Unionist 
party, gave a cautious wel- 
come to the initiative, while 
making clear his deep doubt 
that any new IRA declara- 
tion of a ceasefire would be 
genuine. 

“We agree that any invita- 
tion to Sinn F^ in /IRA to 
enter the talks must be 
based on clear evidence of 
an unequivocal ceasefire," 
Mr Trimble said. His party is 
the biggest pro-British party 
in Northern Ireland. 

Meanwhile Mr William 
Hague, the new leader of the 
opposition Conservative 
party in Britain, confirmed 
that he intends to stick to 
the policy of his predecessor, 
Mr John Major, that North- 
ern Ireland should be a non- 
partisan issue. 

Mr Major had a meeting 


United Technology Auto- 
motive, a US-owned car 
components company, is to 
close its factory in 
Londonderry, the second 
largest city in Northern 
Ireland, with the loss of 600 
jobs, Jimmy Burns writes. 

The company said one of 
the main reasons was the 
“everin creasing pressure on 
Prices” which had brought 
heavy losses in recent years. 
Between January and 
August this year, the 
company was forecasting a 
loss of S3m following a 
trend over the last three 
years. 

Local politicians and trade 
union officials condemned 
the decision and said they 
would lobby members of the 
House of Commons and 
European parliament to try 
to minimise effects on the 
local population. 

Mr Adam Ingram, 
minister for the Northern 
Ireland economy in the 
British government, said he 
would try to convince UTA 
to reverse its decision. He 
added that there 
was no evidence to support 
local trade union claims 
that work was being 
transferred to the 
company's plants in Spain 
and Portugal. 

UTA’s move is a setback 
for wbat, in recent months, 
bad been continuing 
business confidence in 
Northern Ireland. 


views the former prime min- 
ister as an important poten- 
tial ally in efforts to prevent 
unionist sympathisers in the 
Conservative party attempt- 
ing to derail the peace 
process. 

There was no response 
yesterday from Sinn FSin to 
the new government initia- 
tive. Although there are no 
formal talks taking place 
between the government and 
Sinn Fein, contacts were 
said to be continuing 
through intermediaries. 

• Police in Belfast, the capi- 
tal of Northern Ireland, yes- 
terday seized two fully- 
loaded high-powered rifles in 
a house on the outskirts of 
the city. One man was 
arrested in a follow-up 
security operation. 

The AK-47 rifles were 
seized during a security 
operation following the tak- 
ing over of a house by armed 
men. The police said a 
“major terrorist attack" had 
been foiled. Assistant Chief 
Constable Bill Stewart said: 
“ft is clear this was a deter- 
mined attempt by terrorists 


with Mr Blair last week to to kill or maim. It is dear 
discuss moves towards a set- lives have been saved 
tlement. The government today." 


Earnings draft 


is move towards 


harmonisation 


By Jim KeHy, 

Accountancy Correspondent 

International harmonisation 
of accounts took a signifi- 
cant step forward when the 
Accou nti ng Standards Board 
yesterday published draft 
plans to brim; the UK into 
line with the rest of the 
world in the calculation of 
earnings per share (eps). 

The minor technical 
changes — which are 
unlikely to affect greatly the 
way UK companies calculate 
the indicator - reflect the 
fact that standard-setters in 
the US and at the Interna- 
tional Accounting Standards 
Committee have moved 
towards the UK method over 
recent years. 

While the new standard 
encourages companies to 
look at other performance 
measures besides earnings 
per share - rather than rely- 
ing on jnst one - the 
achievement of global har- 
monisation would reflect the 
continued importance of the 
eps measure to shareholders 
and analysts. 

Hr Allan Cook, technical 
director of the ASH, said 
that if the draft was adopted 
as a standard it represented 
a “small but useful step" 
towards harmonisation. A 
binding standard could be in 
place by the end of 1998. 

The US and IASC Stan- 
dards on eps are based on 
tiie work of a joint project 

between the standard-setters 
— an increasingly common 
way in which the leading 
regulators are securing 
global harmonisation by 
pooling resources. 


Eps is the profit in pence 
attributable to each ordi- 
nary share in a company 
based on the consolidated 
profit for the period after 
tax and other deductions. 
The technical changes pro- 
posed affect the calculation 
of the number of shares, not 
the profit figure. 

“The US and IASC have 
moved towards the UK on 
thte over time. Hie UK is 
now moving a small dis- 
tance to meet them," said 
Mr Ron Paterson, technical 
partner at Ernst & Young in 
the UK. 

“The eps is a very impor- 
tant figure — and I think the 
ASB underestimates that 
importance. They are quick 
to scoff but as a rule of 
thumb it is useful to illus- 
trate trends," be said. The 
ASB has warned that users 

of accounts can rely too 
much on so-called “magic 
numbers” such as eps. 

The draft standard con- 
centrates on how to calcu- 
late the number of shares 
used in the computation of 
basic earnings per share and 
diluted earnings per share. 
In the case of the basic num- 
ber, it sets out how the num- 
ber of shares should be 
adjusted to reflect changes 
in the number of ordinary 
shares, such as a bonus 
issue- 

In the case of the diluted 
figure, it sets out the 
sequence in which dilutive 
shares - such as preference 
shares - should be consid- 
ered in arriving at the 
weighted average number of 
shares used in the calcula- 
tion. 



Margaret Gibney. the girl from Northern Ireland whose 
letter to Tony Blair about her hopes for peace was revealed 
on TV when the prime minis ter visited the US, arrived in 
London yesterday. She spent more than an hour in the 
premier’s official residence at 10 Downing Street 


Arms team faces maze 

IRA has hidden missiles and Kalashnikov rifles 


T he latest joint Anglo- 
Irish proposal on 
“decommissioning" 
the weapons of paramilitary' 
groups in Northern Ireland 
draws heavily on the report 
on the arms issue produced 
last year by a three-man 
International body led by Mr 
George Mitchell, the farmer 
US Senate majority leader. It 
is specific on the structures 
that need to be put in place 
to initiate decommissioning 
but holds back on the detail 
of implementation. 

If there are any lessons to 
be drawn from other recent 
conflict areas, ranging from 
South Africa to Guatemala, 
it is that arms are not 
handed over until, and only 
if, there is a political settle- 
ment. 

“Both governments share 
the view . . . that voluntary 
and mutual decommission- 
ing can be achieved only in 
the context of progress in 
comprehensive and inclusive 
political negotiations," the 
Anglo-Irish proposal states. 

At the heart of a complex 
mechanian for negotiations 
will be an independent com- 
mission of legal a nd military 
experts, which “where 
appropriate shall be given 
access to the technical 
expertise of the British and 
Irish security forces." 


It is the commission that 
will decide on what form the 
anas handover should take 
as well as being responsible 
for its monitoring. But dur- 
ing its deliberations, it will 
regularly report to a commit- 
tee of the leaders of all the 
parties in the talks which in 
turn will have two subcom- 
mittees reporting to it: one 
will advise on the decommis- 
sioning process, the second 
will be charged with related 
confidence-building mea- 
sures such as transfer of 
prisoners. 

“Those parties with some 
record of insight relating to 
the paramilitary organisa- 
tions, who alone have the 
capacity to decommission, 
have an obvious importance 
in relation to the agenda.” 
the proposal states, in an 
Implicit reference to the role 
that might be played by Sinn 
F£in, political wing of the 
Irish Republican Army. 

Within Northern Ireland, 
the IRA is the organisation 
that remains the biggest 
potential impediment to the 
peace process and will there- 
fore be the focus of the 
decommissioning. 

As an organisation, it 
holds a secret armoury 
which, in volume and poten- 
tial, far outweigh anything 
held by any rival paramili- 


tary organisation. The IRA’s 
arsenal Includes large quan- 
tities of Scmtex and other 
explosives, Kalashnikov 
AK-47 rifles, grenades, state- 

of-the-art high velocity 
“sniper" rifles, handguns, 
machine-guns, and hand- 
held missile systems, all 
with ammunition. 

The security forces have 
no foolproof estimate of the 
extent of this weaponry hid- 
den in secret caches on the 
UK mainland and on both 

sides of the Irish border. 

Security sources concede 
that the success of any arms 
handover will depend on the 
IRA's willingness to proride 
information on the remain- 
ing secret caches. 

The IRA’s weapons distri- 
bution system has been 
devised to ensure maximum 
internal security and 
secrecy. Once purchased, the 
weapons are held in under- 
ground bunkers, then moved 
to intermediate "hides" 
before being hidden :it a 
final destination. 

The system is supposed to 
be tightly controlled by the 
IRA's quartermasters but 
with no single "volunteer" 
holding the weapons, or ever 
knowing their precise where- 
abouts. 

Jimmy Burns 


‘Minimal 
risk’ in 
BSE cow 
burning 

By Maggie Urry in London 

The risks of spreading BSE 
or "mad cow disease" to 
humans through burning 
the remains of cattle in 
power stations would be 
“astonishingly" small, the 
semi-state Environment 
Agency said yesterday. 

Its report is a step 

towards disposal or 220,000 

tonnes of meat and bone 
meal and 122,000 tonnes of 

tallow from l.5m cattle 
slaughtered in the scheme to 
remove animals over 30 
months old from the human 
food chain, after Last year's 
BSE crisis. 

Mr David Slater, the agen- 
cy's environmental protec- 
tion director, said a quanti- 
tative assessment of risks 
carried out by the agency 
had used the most conserva- 
tive assumptions. It con- 
cluded that the risk was 
Insignificant fur all the dis- 
posal options the agency 
examined. These Included 
burning the remains, which 
are currently being stored, 
in power stations or in spe- 
cially built incinerators, or 
disposing them in landnii. 


A progress report to global financial institutions 


It’s just a beginning. 



Kenneth L Burenga 
President of Dow Jones 

burengaOcw.dowJonea.com 


Four months ago, I told you that the 
people of Dow Jones Markets were start- 
ing to plan the future of financial services 
with a ’dean sheet of paper and no limits." 

WetJ, progress is more than promising. 
So Fd like to give you an update to show 
just what we've put on that ‘sheet of paper." 
Our new cross-functional development 
teams have moved incredibly fast in afew 
short months, rolling up their sleeves to 
start turning vision into reality. We're right 
on schedule. 

We began by meeting wfth many of 
you in brainstorming sessions to explore 
how your martais are changing ...and how 
those changes will affect your operations 
into the next century. We’re developing a 
deeper understanding of how you manage 
capital, manage risk and manage infor- 
mation. How you deal with technology, 
regulation and competition. And the 
threat of disintermediation. 

Not just today ... but in that rapidly approaching future where Europe has made 
decisions on monetary union, Hong Kong has adapted to Chinese rule, and Glass-Steagall 
is history. Where the Internet is faster and more secure. Where intelligent software agents 
find the data ... and visualization programs give it meaning. 

This focus on understanding your business is feeding our major new development 
programs. The screens on this page begin to suggest some of the early capabilities wete 
developed. Major customers will be working with us in coming weeks to refine these capabili- 
ties into comprehensive solutions. 

We (and our competitors) are still a long way from the ultimate goal of delivering 
fully open, integrated solutions so that - as I said in my first report -“you car integrate 
every process, link to every business party, see all the information.” But less than four 
months after I told you our long-leim vision, we've made a strong stat 

Another Dow Jones initiative is to create alliances with strategic partners whose 

specsaJ capabflrties complement our oiwn core 
competencies. In just a few months, wte 
forged key agreements with leaders in 
technology, trading, databases, news and 
analysis - helping us become the full- 
service provider you need. 

Even as we pfei for the long term, 
we arert forgetting your needs todty. The new 
DowJonesFeed. for eompte, makes it easier to 
access intamration from a stogie source. 

Dow Jones PassBook ’is a new 
foreign exchange order management and 
routing service that lets you create, track 
and execute limit orders globally in real time, 
ffc the first in a new series of transactional 
services. 

The Dow Jones Platform, the 
industry^ fastest-growing digital trading 
room system, can fondle the performance 
demands ol the largest global enterprises. 
(Ask Sakura Barfc how they've linked more 
than BOO traders on three continerds -with 
the capability for major future expansion.) 


Dow Jeoes Feed 

» Comprehensive access to reaMirre 
prices in record- and page-based form 

* Interactive services, such as Global 
Debt Database and News Search. 

» improved speed, reliability, efficiency, 
resiliency and scateabilhy. 

* High-performance Internet-protocol 
connection.' 

1 Time-series history, record-based news 
and depth-of-matat services. 

1 Integrated wfiti the Dow Jones Pfetom 
and rntefoperabla wflh Reuters Triarchy 
and TibCo TBa*. 

1 Future releases will add more etenattzed 
data and history, integrated transactions 
capabilities and reference data. 

1 Cooftwing ewMonary development to 
protect your Investment for the long term. 



Easier access ... enhanced information ... more flexibility 



Benchmark prices 


Interactive search capability 



Integrated electronic mall 


Enhanced news 


Same Recant Daw 


Microsoft. On joim teams are hard at wfc 
defining [he Open, integrated financial services 
capafiifJJes oi tta future. Meanwtiite, later this 
yea 1 . weT] te using M'wqsoSs ActiveX™ tech- 
nology to give yon powerful raw traJing toots. 
As Bill Gates said, "Dow Jones... [s lasting 
Am vray as the financial services Industry 
reinvents Ilfcll."' 

HfaJ/Qalck. Our combined-resources 
create an Asian equities powerhouse that . 


matches our previous affiance wflbMwt 
InBrope. ■ _ :-... '• 

ICAR 1 ntef capital Brokers .dtoaStesjor 
reaHJme pribes-wft intercsHate swaps, 
options and mors.- ■■' v . 

8—p nw s wr c k . WB'watekad ox ' • 
exclusive affiance to 2W&sc youTf cofifihie 

sophisticated reaHti® to&jcaf analysis.' ‘ ■■ 
I.BJLA independent ecoaoink; ruftcfain 


Our longer-term strategic goal is complete integration of everything you need to 
run your business. With speed, power, ease of use and unsurpassed reliability. We’re moving 
far beyond ox former rote of being simply a provider of information and raw data. 

hi the future, well bring it all together and put it into context ... while providing 
attatfatic links to a series of transactional and communications capabilities ... together with 
the v^u^e proprietary cofrtent generated every day by the broad resoiffces nf Dow Jones. 
I said in February that this won't happen overnight But we're pleased with the 
speed and effectiveness of our new development 
process, which we've built around multi-disci- 
plinary teams. I couldn't be more proud of their 
work ... and they couldn't be more determined to 
make Dow Jones your first choice. 

More to come. 


FX ad-FX options, US. fixed income, 
tO£A. fvxf Rate rod mo®. - - 

Milfu. RioBsaidsdraewre^Smand 
-fifetorica! raffias* reports oo equities 
in BiefroriSfaal terras*. 

#inri liuMM~Beiefi«— t More 


taw signed® tows*: wSfi is fa refining 
^iwdrafcop rapsbKSs rematffiefr 
business needs, 






DM/JONES^ 
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Chancellor woos business chiefs 



Robert Taylor, 
Employment Editor 

The business community 
wm be vital to the success of 
the government's flagship 
“welfare to work" pro- 
gramme for the long-term 
unemployed, Mr Gordon 
Brown, the chancellor of the 
exchequer, told a s ummi t 
meeting of 38 chairmen and 
chief executives yesterday. 

The £3bn ($4.95bn) five- 
year scheme, to be launched 
nationwide next April, will 
be funded by the windfall 
tax on the profits of priva- 
tised utilities. It is seen by 
Mr Brown as the centrepiece 


of the government’s employ- 
ment strategy. 

Among those attending 
the meeting were Mr Peter 
Birch, Abbey National chief 
executive; Sir Ian Prosser 
chairman and chief execu- 
tive of the Bass brewing 
group; Mr Brian Moffat, Brit- 
ish Steel chairman and chief 
executive; Mr Ian McAllister, 
chairman of the UK ofibhoot 
of Ford; Sir Richard Green- 
bury. Marks and Spencer 
chairman; Dr Walter Has- 
selkus, Rover group chief 
executive, Mr George Bull, 
rharrman of Grand Metropol- 
itan and Mr David S ains , 
bury, J Sainsbury c h airman 


None of the employers, 
brought together by Mr 
Geoffrey Robinson, the pay- 
master general, criticised the 
proposed scheme, although 
some welcomed the six- 
month consultation period 
before demonstration pro- 
jects start in January 1998 in 
15 areas. 

Members of the task 
group, headed by Sir Peter 
Davis, Prudential group 
chief executive, will be 
announced shortly and 
financial details of the plan 
will come in Mr Brown's 
Budget next Wednesday. 

Mr McAllister said Ford 
would take on an extra 100 


young people as part of its 
employment expansion. Sir 
Richard Greenbury said he 
wanted to talk separately 
with . Mr Brown on what 
Marks and Spencer could do. 

The government's "new 
deal” plan for employers will 
pay them a subsidy of £60 a 
week for six months for each 
unemployed young person 
they hire for quality training 
and work experience. Minis- 
ters hope a substantial num- 
ber of the 250,000 people 
aged less than 25 who have 
been out of work, for mare 
than six months will be 
placed with private sector 
companies. . 


But if they choose not to 
go on the scheme, the msaa? 
ployed can choose to work in 
the voluntary sector or on 
an environmental task force 
or do further education and 
training. Mr Brown, said 
then would be “no fifth 
option of staying at home!*. . 

“Past schemes failed, 
because they did not prop- 
erly engage 1 the business 
mmTnTmlty ** . gaj fl the Chan- 
cellor. • 

Mr David Blunkett, the 
education and employment 
secretary, added: “This is 
not a government pro-: 
gramme. It k a 
with business.” ■ 


British Airways 
cabin crew vote 
strongly for strike 



By Michael Skapinker 
and Robert Taylor 

British Airways Daces the prospect of 
severe disruption to summer flights 
after its largest cabin crew trade 
union voted overwhelmingly to hold 
a strike over pay. 

The Transport and General Work- 
ers' Union, which represents 9,000 of 
BA's 12,000 cabin staff, said that 
75 per cent had voted and that 
73 per cent of those had voted for a 
strike. 

Mr Robert Ayling, BA's chief exec- 
utive, said he did not believe his 
staff wanted to strike and said the 
company was being "held back by 
1970s trade unionism”. BA shares 
fell 13 pence to 687% pence in 
Loudon. 

Mr Ayling said cabin crew yester- 
day received letters warning them 
that they would lose their staff 
travel discounts for three yean and 
be denied promotion if they took 
action. He said BA had staff ready to 
take the place of strikers. 

The union is confident that it will 
also win overwhelming support from 
its 9,000 members among BA's 
ground staff including baggage han- 
dlers, clerical and check-in employ- 
ees. They are being balloted sepa- 
rately on strike action. The ballot is 


in protest at the company’s decision 
to sell its catering services at Lon- 
don's Heathrow airport The result is 
expected on Monday. 

The union will have to decide then 
whether to co-ordinate industrial 
action between the cabin crew «nd 
the ground staff. 

That could have a damaging effect 
on BA's ability to defy any strike 
call by bringing in new recruits and 
managers to do the jobs of existing 
employees. 

The union indicated yesterday 
that it still hoped to negotiate on 
behalf of cabin crew. The union says 
the dispute is not about the content 
of BA's proposed offer to the cabin 
crew, but about the way in which it 
has been imposed. 

The deal Involves restructuring 
cabin crew members' pay so that 
they receive more as basic and less 
as variable pay. BA says the effect 
would he to Increase employees* pen- 
sionable pay by between 14J2 per 
cent and 24 per cent 

Mr Ayling said he would talk to 
the union again if it “put conflict 
behind it". He said a rival union. 
Cabin Crew 89, representing 3,000 
staff, had voted overwhelmingly to 
accept the deal and that the TGWU 
had walked out of negotiations with- 
out explanation. 





Waiting to talk: Robert Ayling wants the union to put conflict behind it 


conditions 


By Ross Tiefnan and 
David Wlgbton to London . 

Brewing industry executives 
believe Mrs Ma r garet 'Beck- 
ett, the chief industry ndnls- 
to*, is set to. impose severe 
conations on the planned 
merger between Bass Brew-, 
ere and Carlsberg-Tetley. 

! Their view is shared' by 
babour.iK^thdans and GiW 
. of London analysts who. say 
Mrs Beckett's failure to pub- 
lish a report by the Monopo- 
lies and Mergers Commis- 
sion into the deal arises- 
■from strong government' 
objections to further concen- 
tration in the industry. 

' The merger, agreed- 10' 
months ago, would create 
Britain’s- biggest brewing 

group. " • • • ' ■ . 

. “T. think if the. deal was 
going to be Mimekedit would 
have happened by now*"-/ 
said one executive. “I think 
basically she is thinking 
about what sort of condi- 
tions she should apply." . 

Taking ' control , of 
Carlsberg-Tetiey would gtve 
Bass around 35 per cant of 
the UK beer market Scot- 
tish & Newcastle, the cur- 
-reat leader, has 29 per cent 

Both Bass and Carlsberg, 
Its partner in Carls- 

berg-Tetiey, say the merger 
is urgently needed to restore 
the profitability of their, 
brewing operations after 
government-inspired indus- 
try reforms triggered the 
emergence of independent 
pub chains able to extract 
big discounts from brewers. 

Under a complex deal, 
Bass bought a 50 per cent 
interest in Carisbeig-Tetley 
from Allied Domecq last 
August for £200m (9330ml. 
At tiie same time, Carlsberg 
agreed to inject Its 50 per 
cent interest, plus £20m, 
into Bass Brewers, in 
exchange for 20 per emit of 
the combined business. 

If the deal is blocked, or 
any terms imposed are un- 
satisfactory to Bass, the 
brewer has the option of 
selling its stake in Carls- 
berg-Tetley to Carlsberg for 
£H0m, and of claiming a 
£3 Dm refund from Allied. 


rises sharply 

.The UK' trade deficit with the rest of the world 1 
deteriorated Import volumes 

soared by the highest monthly rote for 16 years- The data 
. may increase pressure on the monetary committee of the 
naq^- Ind^wyidiBnt ’Bank nf En gland, the UK central 
bank, to^tdBe hash' rates, currently at 625 per cent 
. Aaxnthngto figuresfimi the OfficefbrNationalStatis- 
tics (ONS). the total deficit Increased from £87lm (SLibn) 
in March to April. The ONS warned yesterday 

thatthedata eddd beastatistical freatbutUKecono- 
mists reacted With concern: because the trade figures cor- 
. roberated a aeries of other recent evidence that consumer 
^pezuting- may Efe'feetSniroat of control. The news of the. 
deficit triggered^ fait Sb rterling, but tito pound later 
recovered some of Its losses, before closing at &867S, down 
by 0A pfennigs. . ‘ " ■- Wolfgang Mmchau. London 

■ CA^^^RADE HeAfllNG ; 

Trade** committed for trial 

The currency trader said to be at the heart of a multi-mill- 
ion pound fraud has been, committed for trial at the Royal 
Court in Jeafeey^ largest of the Channel Islands between 
•England and France. Mr Robert Young, who is alleged to 
.have concealed losses totalling 526.7m, says he will deny 
the 26 fraud charges be faces when the case comes to 
court. All his deals were placed through UBS subsidiary 
Cantrade Private Rank, which itself faces 33 fraud 
charges in the court. ■> • • • ■• 

Committal proceedings continue against former Touche 
Ross partner Mr Alfred Williams (48), and-suspended Can- 
trade manager Mr Peter Stoheman (58). Both face charges 
relating to the aitogpd ^ misiEading of investors and the fal- 
sifying of trading figures. ‘ Philip Jeune. Jersey 

■ GOLD SCHEME PETITION ' 

Vanilla winding-op case pat back 

The High Court in London yesterday adjourned the case 
for the winding-up of four companies involved in the oper- 
ation Of V awiti* ■ ghW aw. nmiiliiKnn p lan which UK 
government's Department of Trade ami Industry has 
asked to have woundup in the public tnteresL The case 
was adjourned fia- the Dn and VudDa, which opposes the 
petition, to file affidavits. The DTI wishes to wind up the 
British operation of three companies - Netherlands-based 
Vamlfa Sendees BV-and Vanilla BV and Gibraltar-based 
Vanilla Accumulation. The department also wishes to 
have wound up one British-registered company. Vanilla 
Ltd. Robert Wright, London 

■ PUBUC TRANSPORT 

Government to boost bus travel 

Motorists could face road tolls, higher car parking 
charges and heavy fines for parking in bos lanes, under 
government proposals to encourage bus travel Mr Gavin 
Strang, transport minis ter, plans to usea “carrot and 
stick” approach to encourage motorists to leave their cars 
at home and use buses. The government is expected to 
introduce legislation, in this session to re-regulate the bus 
industry, and to give local authorities new powers to 
encourage bus travel. George Parker. London 
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Blue skies, clean air. 

What else would you expect in the desert? 

Wsuirf you b<:::V.c- ti-.c rra.v iiv: I;: d— i /.or r'sK:. ;••• :r-v wir.: 

Cnsrrv.cciy plashcv fertilizers . . . =!i told. SA&iC '» oyfpyS r urinific c! 20 mii! : on 
‘onriM a year end iz in 'r-M *c epproxieicte!/ 2.5 million by ‘he yeer 2QC0. 

Nor c Sed track record, v/e trine you'll egret 1 . *cir a company fornuc only 
20 yean ego. 

We're pro-ad to ioy eior record on covironrr.enioi protection e, equally ‘•Ivv . 

Staffing tram .icrctch mconl we could conitrucf itare-of-tfii.'-crt plcnt-. trice line 
rre higheit intcrnctior.-oi ■/cncardi tr, pollution conSrtsi. 

The proof' fourteen o! oor plcnts cirecdy heve tiie coveted ISO-90C2 
certificate and rr,e rt-c* ore let fo follov/. 

For -jv. tfx? sky's the limit. And we intend to keep if deer.. 
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FINANCIAL TIMES 
GROUP 




the latest news 
Instantly. 



NEWS 


The Financial Times Group 
and Agence France-Presse have 
joined forces to provide fasL, 
accurate and incisive financial, 
economic and business news. 

AFX NEWS is a real-time English 
language European financial 
newswire which can be delivered 
through roost major market 
data vendors and across your 
internal PC network. 


AFX NEWS has reporters in 
all the key European and 
international markets feeding 
over 500 news stories a day 
direct to your screen. 

So, for independent and 
succinct reporting on economic, 
corporate and market news, 
contact AFX NEWS direct, or 
your local data vehdortoday. 


FOCUS ON'.FIN ANCIAL IJE UR 0 P E 

A JOINT-VENTURE OF FINANCIAL TIMES G R 0 AN 0 A.GfiN-CB FRA NC E-FRESSR 

AFX NEWS J 3-17 EPWORT1I STREET. LONDON EC2MDL (44) 17 1 255 2552 
FAX (*4) 171 490 3007 EMAIL; AFX. SALES 9 FT. COM . AND NEW. YORK, USA (212) 641 2415. 
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ARTS 


D ear Batman. 

I am writing 
because I have 
come into a large 
inheritance from a 
maiden aunt, bequeathed with 
the condition that half the sum 
must be given away to a 
“neglected charitable cause.” 

I have decided, after talcing 
soundings from friends and fel- 
low film critics, that no cause in 
the modem world is more deserv- 
ing than the immediate and com- 
fortable early retirement of your- 
self and Robin. 

I am therefore offering to use 
the sum partly to pay off the 

mortgage on Wayne Manor, 

partly to buy out the licensees to 
your screen legend, Warner 
Brothers. In your new film Robin, 
who is called ‘Dick" for reasons I 
find confusing, and the newly 
recruited Batgirl < Alicia “Clue- 
less” Silverstooe) battle with an 
over-acting Urna Thurman, as 
Poison Ivy. and an under-visible 
Arnold Schwarzenegger . 

In the role of Mr Freeze, the 
erstwhile hero of Conan The Bar- 
barian and Commando must 
wear a silver-painted face and a 
costume somewhere between 
RoboCop and Father Christmas. 
When not moving about, or try- 
ing to, in an ense mb le of blinding 
metal, twinkling lights and 
chrome-alloy pixie hood, he must 
go “Ho ho ho” in Stakhanovite 
enthusiasm at his own dialogue, 
which plays puns on all things 
gelid: “Tchill out!". “Cool!" etc. 
Then he must zap everything in 
sight, at which points you try to 
zap him back in return. 

The film is two hours of witless 
noise, senseless action and merci- 
less over-production. Where pre- 
vious director Tim Burton lent 
Gotham City a wry noir stylish- 
ness, Joel Schumacher operates 
on the principle that drove the 
original Goths and Vlzlgoths: 
brainless, omnivorous persis- 
tence. If something is standing, 
destroy it. If something does not 
work, replace it instantly with 
something else (which does not 
work). Never “build" - a scene, a 
mood or a storyline. And accom- 
pany everything with large ges- 
tures, florid stunts and bloodcur- 
dling riin, 

The 10-year-olds sitting in my 
row seemed as fidgety as some of 
the adults. This is just as well 
since my small neighbour’s sud- 
den stirrings woke me up on the 
two occasions I fell asleep. One 
was when you and Robin were 
chasing the villains all over the 
screen to loud music. The other 
was when you and Robin were 
chasing the villains yet again to 
more laud music. 

Sometimes, during the two 
hours’ traffic chaos, you stopped 
and spoke dialogue. There was an 
almost audible sigh in the theatre 
of “Thank God." Your imperson- 
ation of George Clooney, the 
charismatic actor from ER, is 
neat and engaging. Also, these 
quieter scenes allowed the lov- 
able Alfred (Michael Gough) to 
cough respectfully in the back- 
ground, although the new film 
posits the alarming possibility 
that the cough may be a health 



Uma Thurman as Poison Ivy In ‘Batman and Robin’: two hours of mennless oyor-pfXKiUCtion 


Cinema/Nigel Andrews 


Put the freeze on Batman 


concern. (Subplot Can ex-chem- 
ist Mr Freeze be forced to yield a 
cure?) 

Broadly, though, we look with 
dread on the prospect of another 
film in this increasingly raucous 
and graceless series: a prospect 
which can only be prevented if 
you take up my generous, limit- 
ed-period retirement offer. 

Thank you for your attention, 

Best wishes, Nigel Andrews 
* 

lave janes is a bat-free zone and 
in that context sheer bliss. The 
plot about two upscale young 
black Chicagoans (Nia Long, Lor- 
enz Tate) loving, leaving each 
other and then re-uniting, is 
repeated three times, which Is 
one too many. But writer-director 
Theodore Witcher has an eye and 
ear for the higher absurdities of 
chit-chat among the artistic set 
he is a struggling writer, she a 
likewise photographer. And the 
film dwells tenderly on the acci- 
dent-prone mechanics of human 
mating rituals, from phone calls 
that go wrong to rival romances 
that go problematically right. 
Droll, thoughtful, endearing. 

★ 

Any film that asks you to come 
in on Monday morning to con- 


BATMAN AND 
ROBIN 

Joel Schumacher 

LOVE JONES 

Theodore Witcher 

FRANTZ FANON: BLACK 
SKIN, WHITE MASK 
Isaac Julien 

THE BATTLE OF 
ALGIERS 
Gtllo Pontecorvo 

MADAM E" 
BUTTERFLY 
Frederic Mitterrand 


template “the absence of the 
Oedipus complex in the Antilles” 
deserves at least a prize for 
chutzpah. The British director 
Isaac Jolien, who made Young 
Soul Rebels, is black and gay and 
naturally gravitates towards 
heroic minorities. He gives us a 
one-man heroic minority in 
Frantz Forum: Black Skin, White 
Mask, a 70-minute homage to the 


Martini que-bom. France-edu- 
cated psychologist-philosopher 
who, you may recall, wrote books 
on racism, espoused the FLN in 
Algeria and was exiled to die of 
leukemia in 1961., 

. -The film, alas, is like a lantern 
slide lecture overrun by everyone 
on campus A bevy of “cultural . 
critics”, ' from distinguished 
Frenchwomen to media motor- 
mouth Stuart Hall, talk earnestly 
of “ethnocentric gazes” and 
“crushing objecthoods”. Mean- 
while ex-relatives rally to the 
memory of the real Fanon, while 
a fictional version (Coilin Salmon) 
revolves his head elegantly for 
'the . camera as its lens probes the 
stiff; twilight world of video tab- . 
tefBJx'umants* 

The British Film Institute, eth- 
nocentricaQy gazing, also revives 
The Battle Of Algiers. This movie 
document is the real thing, or 
almost persuades you that it is. It 
makes frequent use of- newsreels ~ 
and is shot like one even when it 
doesn’t. The camera quakes . 
through the streets, the 
black-and-white film all but 
scorching your retina. 

Gfllo Pontecorvo’s 1965 film is a 
classic of political cinema. It * 
treats historical events not, like 


Julien, as a-gtoup °f carefuHy lit 
artefacts to be picked over in a 
museum but as booby traps 
exploding under the audience’s 
feet- History, Uke creation, the 
movie seems to suggest, is virtual 
chaos. Humanity’s harrowing 
self-chosen task is to present it 
aU as if it made sense. 

■Once, perhaps, it did. Before 
the'Nagasaki of 1945 there was 
Pucrini’s Nagasaki, a pretty, port 
where beautiful ex-Geishas pined 
for lost American naval hus- 
bands. Fr6d£rlc Mitterrand's 
Madame Butterfly is almost crim- 
inally unadventurous: the cam- 
era dances obsequious atten- 
dance on two handsome, 
well-voiced leads (Ylng Huang, 
Richard Troxefl) and occasionally 
gazes pastaihem at sparkling 
views of the sea and sky. 

Yet since Puccini's score is idi- 
ot-proof and since Mitterrand 
(Francois’s cousin) is no . idiot, 
just a little -stuffy,. -the -movie, 
melts our hearts anyway. It 
remains one of life's mysteries 
that an opera with such shame- 
less instant-access tunes and 
such dollops -of -virtual schmaltz 
should also cut so deep, express 
such real, defined, unforgettable 
pain. 


F aithful to the spirit of its 
founder Benjamin Brit- 
ten, the Aldebtxrgh Festi- 
val continues to promote 
adventurous new operas on the 
modest scale it can afford. This 
year’s winner, so to speak - doz- 
ens of young composers wish for 
the Aldeburgh accolade - is 37- 
y ear-old Mark-An thorny Turnage. 

Aldeburgh presented a pair of 
Turnage’s "operas" this year, his 
first since a sensational success 
some years ago with Greek: the 
Oedipus story as re-told in East 
End terms by Steven Berkoff 
(with a happy ending). Since 
then he has composed a near- 
monodrama or two. His new 
Twice Through the Heart is 
another or those, whereas The 
Country of the Blind, after the 
H.G. Wells short story, strives 


Aldeburgh Festival/David Murray 

Turnage finds his voice 


cautiously toward real opera. 

Twice Through the Heart is a 
scena for mezzo-soprano with 
chamber ensemble, just over a 
half-hour long. It comprises 
eight "songs” (plus one voiceless 
interlude) for a brutally abased 
wife who has finally killed her 
husband, and is now in prison; it 
coo Id be a bitter response to 
Schumann’s uxorious Frauen- 
tiebc imd leben cycle. The texts 
are poems, not dramatic narra- 
tives, by Jackie Kay, who 
adapted them from her original 
television piece. 

The "action" is already over; 


the poems are emotionally 
fraught memories and reflections 
on the wife's lot Sally. Burgess 
sang her with exhausted passion, 
judging nicely how far she could 
dramatise a study in which the 
drama is all past and internal- 
ised. 

Turnage’s score is darkly beau- 
tiful, though of course some- 
times harsh. Jazz is dose to his 
heart, and tt is assimilated into 
his musical language here like 
natural speech. A sharp C-trum- 
pet is prominent, and bass clari- 
nets like saxophones; but the 
whole ensemble has a pungent 


consistent voice. It sounds more 
like pure Turnage than almost 
anything he has written so for. It 
also sounds like sensitive, intelli- 
gent film-music for some Ameri- 
can domestic drama: nothing 
wrong with that 
The Country of the Blind, 
adapted from H.G. Wells’ story 
by Claire Venables, is longer bat 
more schematic. A sighted man 
foils among a sightless tribe - 
and does not become their king; 
they regard his talk of “seeing” 
things as symptomatic of some 
nasty psychological disorder. 
Though he foils in love with one 


of their women, eventually he 
has to dee for his life. 

All this transpires in just 45 
minutes. Emma Jenkins staged it 
strikingly In Conor Murphy’s 
designs, with blind tribesfolk 
clambering featly up and down a 
sheer wall studded with giant 
pins. Much of Tumage’s chilly 
score is devoted to creating a 
- cramped, stifling atmosphere. 

The hapless hero and his 
sweetheart (here Thomas Randle 
and Regina Nathan, both excel- 
lent) had their moments of heart- 
felt expression, but the net effect 
was of an abstract morality-play 
- something which invites draw- 
ing t ho ugh t ful morals, not sym- 
pathy; something tike an art- 
house film for specialised audi- 
ences. Ambitious students at an 
opera-school might well try it 


Maggio Musicale 




lorence's. . ■ - renowned 
* “Maggio Musicale” - a 
"musical May" that 
.always . runs .well into 
June t began this year with Par- 
sifal and chilly rain. By the time 
t flew in for Turaddot and 
Stratissi’s.Aribdfie auf Naxos. 
however, it' was prostratLogly hot 

an d muggy. The American-, and 
Japanese throngs wilted ns they ; 
trudged: from monument to mon- ’ 
ument i sympathised, deeply. . 

Sitting through a torpid Tunm-. 
dot in the searing heat is a don- 
My- uncomfortable experience. 
Still, .the Maggin Fiorenttno had 
spared no effort They bad the 
film - make r Zhang Yimou. (Red 
Lanterns, Ju Dou ) to direct the 
opera, on the flimsy ground that.- 
Puccini's story is a “Chinese” 
fable, and four Chinese designers' 
to. create a costly riot of oriental 
colour and pomp — giant qhip r idn 
and tapestries, calligraphic 
screens, sumptuous costumes for 
whole regiments. 

In the midst of it was the mas- : 
sfye-Sharon Sweet as a virtually 
immobile Princess Turandot, 
raising a haughty right hand 
from time to time to . indicate 
resolve, surprise or dismay. Her 
soprano was loud enough to get 
through . even the monstrous 
noise . Zubin Mehta coaxed from '. 
Ms orchestra, but her declama- 
tion-was curiously insipid: rhyth- 
mically loose ; and languid,, 
drained of expressive colour. She 
wen an ovation nevertheless. .. 

Lando Bartolini made an 
upstanding Prince Calat Though 
it is almost 30 years since he won 
the Mario Lanza prize, Ms force- 
fid team: still boastsa fine, bra- 
zen ring; and he seized his 
phrases firmly by the throat, 
.where Sweet let them drift. His 
poor -little LM, who is only there 
for the pathos, was sung with 
excessive passion - and no 
proper legato - by Lucia Mazza- 
ria. The lesser principals were 
creditable, but all in all the over- 
weening spectacle earned “mil 
points" for drama. 

For Jonathan Miller's . staging 
of Ariadne, the company moved 
from the big Teatro Comxmmale 
to the friendly little Teatro. della 
Pergola. Even then, with elabo- 
rate I talian surtitles to help, the 
farcical prologue-act drew not 
one laugh; there was nothing 
funny about Wolfgang Brendel’s 



.grandly, sonorous; serious Musio 
: Matter, Rdiko Komlosi’s stately 
Composer '(fervently sung) or 
Heinz Zednik's cold, unpleasant 
Major-Domo. The Italian audi- 
ence thought they were watching 
something TeuiomcaDy earnest 

In the opera- withln-th e-ope ra 
Elisabeth Meyer-Topsoe's digni- 
fied Ariadne and Thomas Moser’s 
sturdy Bacchus came warmly 
Into their own ‘though the sup- 
. parting trio of nymphs was too 
bright and brittle to supply a con- 
.soling n ote One splendid bass 
(Julian Rodescu as Truffaldino) 
does not a comic quartet make: 
the Waripq uin was wretched in 
his tpwdar serenade, and the high 
tenor bleated dimly. In all their 
jaunty music, the all-important 
| pianist in the pit was accurate 
but deadly dull. 

hey went dutifully 
through the vaudeville 
.routines- .that Miller 
taught ' his Broomhill 
cast so well a couple of years ago, 
but with , less spark. Fortunately 
their Zerbinetta, the American 
coloratura Laura Aihiri, compen- 
sated brilliantly: . dazzlingly 
assured in the fearsome rondo, 
delectable and sexy, in frank 
■Madonna-mode. Everybody loved 
her, and she raved the evening. 

This not to be a vintage 

year for the Maggio orchestra. It 
played competently enough for 
the operas, but never shone. 
Arturo Tamayo conducted it in a 
20th-century programme with 
Bog's Three Pieces- op. 6 at the 
aid. which was untidy and ill- 
balanced. Perhaps the clotted, 
Indeterminate sound of Adriano 
Guarideri’s Omaggio a Mina at 
the start was not after all the 
-composer’s fault 

A co mmissio ned premiere, Gia- 
como Manzoni’s Mai, Antonin A. 
proved to be a 1960s throwback: 
an actor hysterically declaiming 
Artaud (the “Antonin” of the 
. title), a soprano warbling In the 
stratosphere, raw Expressionist 
effects from the orchestra. Ivan 
Fedele’s 1993 piano concerto 
sounded much more like music 
Subtle, plangent harmonies; and 
the solo part, beautifully written 
for the instrument, was delivered 
by Dimitri Vassllakls with lovely 
finess e. 

D.M. 


Pop/Ian Shuttleworth 

Funk with hard edges 



bUe mbst contempo- 
rary. soul heads 
down the road of 
syrupy harmonies 
and Inserting as many twiddly 
vocal bits as possible, a few 
bands have chosen the. path of 
Mg. loose, Massy funk first trod- 
den by Sly and the Family Stone 
some three decades ago- "Retro” 
it may be, but whaa it succeeds it 
produces quite as many good- 
time vibes as you could want 
This Is the option chosen by 
The Brand New Heavies, who 
opened their Capital FM-spon- 
sorfed concert at the Royal Albert 
Hall last Friday with the tried 
and trusted call-and-response tac- 
tics erf T like It". More relaxed 
than frenzied, they give off the 
air of an old-fashioned soul 
revue, with the archetypal 
three-piece horn section on a 
podium at the back, and their 
most recent recruit vocalist Sie- 
dah Garrett shimmying around 
the stage with the exuberant inel- 
egance of Tina Turner. 

The Heavies are at their best 


when going unashamedly for the 
busy sound, as in "You Are The 
Universe" or "Put The Funk 
Back In"; their sparser, more 
straight-ahead numbers seem 
clumping in comparison, espe- 
cially given a less-than-perfect 
live mix. Nevertheless, their 
caver of Maria MuMaur’s “Mid- 
night At The Oasis" is that rarity 
these days, a version of a well- 
loved oldie which does not dese- 
crate the original - even if. like 
the 1974 single, it sounds more 
tike midnight at the Oasis Club, 
West Hollywood- 

I t is an evening erf funk with 
hard edges, a world away 
from the likes of George 
Clinton but thankfully 
equally distanced from the Ian- 
guours of cocktail soul. There 
will always be a demand for the 
kind of concert that culminates 
in the release of balloons from 
the roof, and The Brand New 
Heavies are among the better 
combos catering to such a con- 
stituency. 


International 

Arts 

Guide 


■ BOSTON 

EXHIBITION 
Museum of Ftoe Arts 
Teh 1-617-2G7 9300 

• Tales From the Land of 
Dragons: 1000 Years of Chinese 
Painting - display of 153 rare and 
ancient paintings from the Tang, 
Song and Yuan dynasties, 
including early Buddhist and 
Daoist religious pieces; to Jul 20 

■ BRUSSELS 

EXHIBITION 
Palais des Beaux-Arts 
Tel: 32-2-507 8200 

• Alberto Bunt retrospective 
exhibition Ol work by the Italian 
artist who began painting while a 
prisoner of war In Texas. Burrr 
uses found objects such as 
rusted metal and burnt wood in 
his work: to Aug 17 

■ COLOGNE 

CONCERT 
Kftbier Philharmonic 
Tel: 49-221 -2040820 


• Gurzenich-Orchester and the 
Kfllner Philharmoniken with 
conductor Michael Schxnwandt in 
works by Brahms; Jun 29, 30; 

Jul 1 

■ FRANKFURT 

EXHIBITION 

StadeJsches Kunstinstitut 
Tel: 49-69-605098-115 

• Pablo Picasso: Suite Vollard - 
display selected from Picasso's 
Suite Vollard, a series of 100 
works produced in the early 
1930s: to Jul 27 

■ HAMBURG 

EXHIBITION 

Museum fur Kunst und 

Gewerbe Tel: 49-40-24662732 

• Alphonse Mucha-Triumph des 
Jugendstils: display featuring over 
230 lithographs, drawings, 
sculptures and photographs by 
the Czech -bom graphic artist and 
designer. Mucha’s posters and 
ceramic tableaux made him a very 
popular artist with the general 
public at the turn of the century; 
to Jul 27 

■ LONDON 

CONCERT 
Royal Festival Han 
Tel: 44-171-960 4242 

• Phflharmonia Orchestra: with 
conductor Leonard Siatkin and 
mezzo-soprano Frederica von 
Stade in works by Haydn, 
Cantaloube and Mahler, Jun 29 

EXHIBITION 
British Museum 
Tel: 44-171-636 1555 


• Ancient Faces: Mummy 
Portraits from Roman Egypt - 
display of nearly 200 mummy 
portraits on wooden panels, linen 
shrouds and coffin lids made 
between the 1st and 3rd centuries 
AD; to Jul 20 

THEATRE 
Queen's Theatre 
Tel: 44-171-494 5040 

• Master Class: by McNally. 
Directed by Leonard Foglla. Maria 
Callas is played by Patti LuPone; 
to Jul 30 

■ MADRID 

CONCERT 

Audttorfo Naeional de Musica 
Tel: 34-1-337 0100 

• Cu arte to Sine Nomine: with 
clarinet-player Joan Ernie Uuna In 
works by Haydn, Mozart and 
Brahms; Jim 30 

EXHIBITION 
Fundacidn la Carfxa 
Tat 34-1-435 4833 

• Madrid-Barcekma, 1930-1936: 
A chronicle of two Cities - 
exhibition examining the political 
and cultural histories of the two 
Spanish dties during the 
country’s civil war. Artists 
represented indude Picasso, 

Mir6, Dali and GargaHo; to Jul 27 

■ MOSCOW 

EXHIBITION 

State Pushkin Museum 
Tel: 7-095-203 6974 

• Etchings by Rembrandt: 
Reflections of the Golden Age - 
display of Holland's largest 
collection of etchings by the 


Dutch master, including 
self-portraits, Biblical scenes, 
mythoksgicaJ figures, book 
illustrations, figure and bust 
studies and landscapes; 
to Jun 29 

■ MUNICH 

EXHIBITION 
KunsthaDe der 
Hypo-Kulturstiftung 
Tel: 49-89-224412 

• Alberto Giacometti: display of 
works by the Swiss sculptor, with 
over 60 pieces selected from the 
Foundation Maeght in SL 
Paul-de-Vence: to Jun 29 

■ NEW YORK 

EXHIBITION 

Whitney Museum of American ■ 
Art Tel: 1-212-570 3600 

• Collection In Context: Rockwell 
Kent by Night - display of 40 
works by the America artist 
dating from 1910 to 1940 and 
including paintings, drawings, 
prints and book iBustrations. 
Kent's work explored the darker 
side of nahxe, expressing a 

particular fascination with the 

nif^it sky; to Sep 28 

JAZZ& BLUES 
Avery Fisher Hafl Tel: 
1-212-875-5030 

• Ray Charles: performance by- 
the singer and keyboard player; 
Jun 27 


■ PARIS 

OPERA 

L’Optea de Paris Bastille 
Tel: 33-1-4473 1399 


• Marion: by Massenet 
Conducted by Cary Bertini, 
performed by the Orchestra et 
Choeurs de l'Op6ra National de - 
Peris. Soloists include Rente 
Fleming, Richard Leech and 
Laurent Naouri; Jun 29 

■ SAN FRANCISCO . 

EXHIBITION 

SFMOMA - Museum of Modem 
'Art Tel: 1-415-357.-4000 ' ; . - 

• Paul Klee: Here arid. Beyond,' 

The Qjerassi Gdfliactton'- : . ' 

exhibition featuring a selection' of 
20 works by the. Swiss artist, 
ranging from puftaits to - 
abstractions. The display includes 
pieces never before displayed at 
the museum; to Jul 29 

■ THE HAGUE ; 

EXHIBITION 

Het Paleis Tel: 31-70-3381111 

• The Dandy: Attire, Art and 
Literature - exhibition examining, 
the late 1800s dandy,.' ' 
concentrating mainiy on' the ' 
concept as a literary .phenomenon 
by highlighting the life and times . 
of suchfiguresas Oscar VVflde, - 
Marcel Proust and Lewis. 

. Couperus; to Aug 31 . ; 

■ VANCOliyfeRv : 

FESTIVAL 

Du Maurfer Ltd International 
Jazz Festival . 

Tel: 1-804-682 0706 . 

• Du Maurier Ltd International 
Jazz Festival 1997: this year's 
festival features performances by 
the pave Brubeck Quartet, the Bill 

' Frisefl Quartet, Herb Albert, Oee 


Dee Bridgewater, Otis Rush and 
the Sonny Fortune Quartet; 
to Jun 29 ;..’ 

viiiNNA : .' ; 

EXHIBITI ON ' 

Graphische' Sammking Albertina 

Tel: 43-^1 =-534830 

• Christian Ludwig Attersee: 

exhibition : 

Atfersee’s' Works prbddced.ovte 
■this past 30 yearc. Including 
graphic art, paintings end - > i - ;. • . ' 
drawings; to Jul 6 

OPERA 

VoBcsoper Wien 
Tel: 43-1-5144 42960 . 

• Dte.Hoch2^des;^garp:'tiy. . . 

Mozart. Conducted by deBillyi^o . 
Jun .29 'J 

WFenerStaatsoper 

Tel: 43-1-514442980 ■/' 

• -Stiffelio: by VercU. Conducted 

by Fabio Luisftsotoiste include. 
Joed Cameras; jun 2 8 ' . i 


■ ZURICH • - v 

op™ . . : . 

Opemhaus Zurich 

Teh 41-1-268 6666- ..?* 
Lohengrin: by Wagner. . 
Conducted by RaifWeikeit; 

Jun 29 - ' ..o-.j . 


listing sel e ct ed and edited by 
ArtBasa The International Arts 
Database, Amsterdam, The 
Netherlands. Copyright 1997. Afi 
rights reserved. Tefc 31 20 664. 
6441. E-mail: arttesefipuiet 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) ... 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Mowing 

10.00 “ 

European Money Wheel 
Nonstop Rve coverage 
until 15.00 of European 
business and trie 
financial niarkets- 

17.30 

Financial Tones Business 
Tpnight 

CNBC: 


08J30 

Squawk Box 

moo 

European Money Wheel 
18.00 

Financial Times Business 
Tonight 
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Stampeded into action 

The market's herd mentality demands that companies test their strategy 
against signals from the real world and be prepared to shift direction 


AU markets have a herd 
mentality. But some herds 
are more unthinking and 
destructive than others. Is 
the UK equity market such 
a herd, one that unjustifia- 
bly tramples any company 
that shows a momentary 
sign of weakness? 

The question is provoked 
by the speed with which 
National Westminster Bank 
has lost favour in recent 
weeks. One senior manager 
has gone; the future of oth- 
ers is called into question; 
potential bidders for the 
bank are touted. Yet the 
underlying business, with 
all its strengths and weak- 
nesses. is no different today 
than it was a few months 
ago. before this firestorm of 
criticism ignited. 

The spark - the revelation 
or a £77m (9127.05m) loss on 
mis-priced options - Is the 
sort of risk inherent in mov- 
ing into investment bank- 
ing. A year or so ago. the 
market broadly approved of 
NatWest's attempts to build 
an investment b anking busi- 
ness. Many thought prog- 
ress in this difficult area 
better than that of Barclays. 
Now, Barclays is held up as 
a model and potential bid- 
der. NatWest’s investment 
banking hopes are derided. 
The direction of the shift in 
judgment may be justified; 
the speed and degree are 
almost certainly not. 

Is the problem worse in 
Britain than elsewhere? It 
certainly feels so, and there 
are some good reasons why 
the UK market Is particu- 
larly vulnerable to the herd 
mentality. It is highly con- 
centrated, in several ways. 
Almost all significant play- 
ers work in London. Institu- 
tional money is unusually 
do min ant. A small number 
of fund management firms 
control the bulk of that 
money. The glaring excep- 
tion to this concentration - 
the role of Edinburgh as an 
alternative source of fund 
management expertise - in 
fact underlines it. Edin- 
burgh fund managers are 
undoubtedly less prone to 


unthinking acceptance of 
the London consensus. But 
there are not enough of 
them to create a genuine 
two-way market in opinion. 

Another feature of UK 
money management - as 
compared with the US, at 
least - is the dominance of 
large balanced funds. This 
produces a form of closet 
indexing, in which most 
fund managers hold stakes 
In companies in roughly the 
same proportion as their 
rivals do. Swings in senti- 
ment are thus self- 
reinforcing. In the US. fund 
management mandates are 
typically more narrowly 
defined. Fund managers 
have to sell themselves on 
their “styles'’. This allows 
for institutionalised contrar- 
ian thinkin g, creating the 
two-way market in opinion 
that London lacks. 

There is also the role of 
the press. Including the FT, 
the UK has five daily news- 
papers that attempt to pro- 
vide wide-ranging business 
coverage. Intensely competi- 
tive. they seek to outdo each 
other in pursuing a story 
once it is hot The conven- 
tions of British Journalism 
allow for outspoken opin- 
ions and anonymous quotes. 
Combined with the Incestu- 
ous nature of the City, the 


press acts as a giant ampli- 
fier, turning an emerging 
consensus into an overnight 
cause cfidhre. 

All this would not matter 

If it merely led to temporary 

over- or under-valuation of 
individual shares. That 
would, after ail, create 
opportunities for investors 
with different time horizons 
and an independent cast of 
mind. The damaging conse- 
quence, however, is the way 
th e herd mentality pushes 
company bosses into taking 
action - any action - rather 
than continue to face the 
flood of criticism. 

Once a herd is on the 
move, only dramatic action 
will divert its attention. One 
experienced fund manager, 
musing on the NatWest 
case, was struck by the way 
some people at least leapt to 
the instant conclusion that 
the solution was a takeover 
bid. rather than the more 
mundane alternatives of a 
change of strategy or man- 
agement 

So much for the case 
against the UK equity mar- 
ket Now let’s hear the case 
for the defence. It starts 
with a very simple point: 
that companies often need 
to be prodded into taking 
difficult decisions. Some- 
times any action is better 



than none. The timetable of 
business is speeding up, and 
British companies have, if 
anything, tended to react 
too sluggishly. A. bias for 
action is healthy. In the 
NatWest case, the compa- 
ny’s strategy dearly needs 
correcting, as it acknowl- 
edges itself. II there is a 
problem, it lies hot so much 
in the way companies are 
kicked when they are down, 
but rather in the way they 
are allowed to get away 
with glittering strategic gen- 
eralities the rest of the time. 

There is also a more 
sophisticated point. Busi- 
ness is changing, on thin 
argument, in a way that 
makes sudden reversals of 
sentiment towards a com- 
pany inevitable. Competi- 
tive forces mean that fewer 
corporate assets - factories, 
patents, brands, technology 
- are unique. A higher pro- 
portion of corporate value 
lies in the way the manage- 
ment exploits those assets, 
rather than in the assets 
themselves. 

Not only is this an under- 
lying trend, but it is 
reinforced by cyclical fac- 
tors. “When markets are 
high, mere of the value of 
the company lies in the 
future," points oat the fund 
manager quoted earlier. The 
management’s ability to 
extract future value from 
the assets in its hands 
becomes a steadily larger 
proportion of the company's 
total worth. 

Judging managerial com- 
petence is thus increasingly 
important But it is also by 
far the most difficult thing a 
fund manager has to do, 
since usually the only infor- 
mation available is the 
words of the managers 
themselves. Individual epi- 
sodes may cast a profoundly 
revealing light on the way 
those words translate into 
deeds. They may therefore 
change the consensus valua- 
tion of the enterprise over- 
night, in a way that dwarfs 
their inherent importance. 
An apparently dispropor- 
tionate reaction by the mar- 


ket may in fact be entirely 
justified. 

In practice, the issue for 
fund managers and compa- 
nies is not whether the herd 
mentality is worse in the 
UK, or whether It can be 
defended. It is how to cope 
with the consequences. This 
is important for owners and 
managers of institutional 
money, since equity mar- 
kets are reasonably efficient 
- for mo6t shares most of 
the time. This makes bi g 
swings of sentiment in the 
handful of favoured or mis- 
trusted stocks a powerful 
influence on a portfolio’s 
Overall performance. 

For owners of institu- 
tional money - such as pen- 
sion funds - one lesson 
might be to abandon closet 
indpxing- ht-d, the best 
solution mi ght be to index 
explicitly the bulk of the 
fund owd parcel the rest up 
among a group of individual 
fund managers, each with a 
specific, aggressive task. 
The core fond would do no 
worse, in terms of under- or 
over-valued shares, than the 
market .as a whole; the 

small ftr chnnlrs of money, 

focused on relatively few 
stocks, would stand a better 
chance of anticipating , (or 
resisting) shifts of senti- 
ment. 

For corporate managers, 
the lesson is probably the 
one preached by Mr Andy 
Grove, Intel’s chief execu- 
tive; the need for corporate 
paranoia. Continuous inter- 
nal self-critidsm. even .whan 
tha market thin lea you are 
hot, is probably the best 
protection against waking 
up and discovering you 
have suddenly gone cold. 
That means continuously 
testing the company’s strat- 
egy a gains t the si gnals from 
the real world. It means 
endlessly asking whether 
capital could be put to bet- 
ter use elsewhere, then act- 
ing on the conclusions. The 
best protection against the 
herd, after all, is to make 
sure you are not in its path. 

E—maiL petsT.tncTtin&jfLcorn 
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Singapore opposes defamation 


Prom Afr 3. Y. PUlay. 

Sir, Samuel Britten CZero 

tolerance, Singapore-style”, ' 

June 12) repeated some of -. 
Christopher Lingle’s / 
distortions about Singapore 
MrBrittansays tbatMr . 
lingle’s article mate “no ; • . 
specific reference to 
Singapore". But the 
Intern ational, Herald Tribune 
(IfiT) admitted that Mr Y 
.lingle’s remarks could be 

fnngf rnori that 

the Sing apore judiciary was 
compliant and that qur 
senior minister. Mr tee ’ 

.- Kuan Yew, had relied on It - 
to bankrupt opposition. 

■ politicians through court 
- actions. The IHT accepted 
that such a, suggestion 

w an nnfmmilftH i and : 


" Thft rijft a gaing t M r 
I .ingle. 1 he IHT, smoothers 
. was cofflhHSbedin open 
court, and the-preceedfogs 

/were transparent Bfr Ungle 
was served withall the conn 

papers ait bis home -in- ; - ~ 

Atlanta in the US; smd>ni&' . 

fnl jy Infill mpd of thft rfrargpg 

against him- AH tite-o&er 

defendant ^ 

trial Tnftrin tbsir Hpfwvsi * 
However, Mr Ungte chose 
not to appear. . ~ 

'■ . Newspapers may be freely 
, distributed in Singapore. Bui' 
-those Ehat.cammlt 
• defamation w|r ' hardly' ■ 

■wypptf immunity, finin' Hhal 

•actions. And those thact; - 
Interfere Jh. domestic -... 

; politics, especially by -V 


publishing tendentious 
articles on Singapore and 
w ftialng thp pnmtmnaflfs 

right of reply, may expect 

than- circulation to be 

‘restricted 
HSd the Singapore 

government stifled the free 
flow of information, 
Singapore would not have . . 
become the financial centre 
of the region. Nor would 
many international news . 
organisations, like Reuters 
and Asia Business News, 
have made Singapore their 
regional base. 

J. Y. Pffiay, 

high commissioner tor 

the Republic of Singapore, 

9 Wilto n Cre scent, 

London SW1X 8RW, UK 


Best method to sway Turkey is by trade 


From lfr Andrea Wigley. ■ " 

Sir,. With reference to your ., 
editorial (“Creeping coup”, 
June 23), while the EXTs ' 
woes about Turkey continue, 
the west would do well to 
engage in more constructive 
. dialog ue with Ankara. 

Military sway in affairs of 
state and a growing Islamist 
tendency are a recipe for 
trouble. Through Nato, how- 


ever; European leaders have 
a direct line to recalcitrant 
army leaders should they 
wish to avert the threat of a 
coup. 

Europe flagrantly courts 
one of the fastest-growing 
eoahonues. lt is by trade and 
economic rela tions . tha t 
influence can be brought to 
bear upon Turkey, and \ 
increased prosperity should 


prompt reform internally. 

Those European politi- 
cians who suggest that Tur- 
key should be excluded from 
Europe, are mistaken in iden- 
tifying the alienation of Ank- 
ara asthe path to progress. 

Andrew Wigley, 

23 me G£n feral Capi anm o n t, 
1040 Brussels, 

Belgium 


Steady progress towards transparency 


From ISr.Prttnk VogL 

Sir, Stephanie Flanders 
draws attention to the real- 
ity that corruption problems 
cannot be solved by decree 
(Economic Notebook, June 
23). But it would be wrong to 

imt j Brpgt i mBtp tho aignifi- 

ranra of the Denver summit 
declarations. 

Those of us who have been 
campaigning for years to 
focus attention on corrup- 
tion are overjoyed that the. 
topic was on the Denver 
agenda. The leaders went to 
considerable lengths in their 
Group of 7 communique an 
Jane 21 to hi g hli g ht specific 
1998 deadlines for actions by 
OECD governments to cri- 


xcdnaUse international brib- 
ery, specifically in encourag- 
ing the World Batik and 
other multilateral institu- 
tions to "Implement new anti- 
co r r u ption strategies. . 

The summit .statements 
remforce efforts to pressure 
the Bonn government to end ’ 
the tax deductibility of for- 
eign bribes for German busi- 
nesses. And they will make 
it harder far OECD members 
to use bureaucratic tactics to . 
delay or water down action 
to raakp international brib- 
ery by multinational corpo- 
rations illegal. 

The attention that this 
issue has been given win 
inspire many non.- . 


governmental organisations, 
including Transparency 
International, to redouble 
efforts to raise public aware- 
ness of the corrosive impact 
of corruption, to lobby 
national governments north 
and south to make govern- 
ment more-transparent, and 
to promote far-reaching anti- 
bribery initiatives in such 
multilateral agencies as the 
World Trade Organisation. 

Frank Vogl, 
vice-chairman. 
Transparency International, 
10 New Hampshire Avenue 
NW, 

Washing ton DC, 

US 
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Competition Lowers the Costs 
of Medicines for Consumers 


BT W. DUNCAN REEKIE 


In many European markets, new 
pharmaceutical products are subject to 
direct price controls. A recent study of 
six countries with varying degrees of 
price freedom for new medicines found 
that price freedom permits competition, 
which tends to lower pharmaceutical 
prices. The author asks why the foil 
effect of this competition should 
not be encouraged. 

The plurmaceubcal sector 
is a key component in the 
economic and social welfare of 
all countries. Yet today, various 
constraints anti pressures 
facing the industry worldwide 
are making the environment in 
which it operates markedly 
tougher. These range from 
regulatory inflexibility, unpre- 
dictability and outmoded 
controls, to a weakening of 
imellt-ctunl property rights. 

Such pressures are often 
combined with diverse and 
inconsistent government policies on drug 
price ami reimbursement levels set by 
various national authorities. Because 
governments arc under pressure to contain 
overall health care costs, they have often 
targeted pharmaceuticals. 

As a result. price regulation is not 
uncommon, even given the fact that drugs 
account for only a relatively small and often 
declining proportion of health care 
spending. In addition, some governments, 
particularly the U.S. government, have also 
focussed on the regulation of research and 
development activities, often imposing 
highly complex, time-consuming licensing 
procedures on innovation. Still others 
heavily regulate the industry's distribution 
mechanism, stilling institutional evolution. 

Arc these policies worth their 
cost? A recent empirical pricing study 
of six countries - Denmark. Germany, the 
Netherlands, South Africa, the United 
Kingdom, and the United States - examined 
whether there are any economic advantages 
in allowing entry to markets at the 
manufacturer’s risk and at prices of their 
choosing. The evidence shows that 
considerable economic advantage for 
customers results from allowing free access 
to phamureuticai markets, and that these 
advantages would be Inst if regulators opted 


to Emit access on grounds other than safety 
or efficacy Furthermore, institutional evolution 
in the marketplace is reinforcing the 
competitive pressures erf product innovation 
as novel distribution channels emerge, not 
only' competing with each other, but imposing 
farther constraints on factory exit prices. 

The multi-country study found thaL in 
markets where there is some semblance of 


Six Country* Summary of innovative Pricing Levels 


Year 

SutHiwtes 

% o! sub-maricec where 

% of sutHiwfaes where 


wnh movatkxc 

mwdons were 

(fecouic exceeded 
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1989 

212 

73 

54 

1990 

211 

69 

49 

1991 

226 

65 

51 

1992 

202 

70 

54 

1993 

222 

63 

48 

1994 

221 

63 

51 

199& 1 

127 

75 

61 
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pricing freedom, competition tends to keep 
down the price of medicines. And contrary to 
the claim made by some regulators, rival 
products serve a useful purpose in containing 
market prices. In fact, competition is seldom 
more evident than it is in (be pharmaceutical 
industry, and innovative rivalry is the sine 
qua non of pharmaceutical markets. 

Unfortunately, the very existence of 
price controls l whether of the reference 
pmngvar^orpwiud-by-pnKfuttctffli^ 
as exist in some European countries) carries 
with it the impfcatioD feat {vices are not 
competitively determined. Historically, after 
World War D, price regulation in Europe was 
not confined to pharmaceuticals: controls 
were perrotiw. G radially, in the West, they 
were dismantled, until only pharmaceuticals 
remained under regulation. The increasing 
intensity, not just the continuation, of price 
controls on pharmaceuticals in Europe has 
come about ss a reaction by governments to 
the ever-increasnig costs of paying wholly or 
partially for health care in a welfare state. 
This was exacerbated by the fad that once in 
{dace, price controls are difficult to remove. 

The outcome i$ to distort the 
incentives for the supplying industry (and 
so discourage the Innovative activity wanted 
by consumers). Given International trade, 
autonomous governments and exchange 


rate fluctuations, another resuk of price 
control is to introduce wasteful anomalies. 
This is not to argue that there should be 
no pressure for cost containment in 
pharmaceutical expenditures. The issue is 
how that pressure should be applied. 

The pricing patterns revealed in the sax 
countries studied suggest that competitive 
forces are far from repressed in pharma- 
ceutical pricing. But the 
question must then be posed: 
why not permit the price 
depressing influence of 
competition its fuH effect? Why 
distort or suppress compet- 
ition by regulation at tbe level of 
the manufacturer or the 
retailer? Why not encourage 
it by enhancing information 
flows to prescribere and patients? 

The alternative to reg- 
ulation is competition to enable 
consumers to discuss infor- 
mation and product attriUdes 
• • •: and. in paticuhr. price. Prices 

asast consumer choice, and choice exercised 
provides the ultimate benefit of therapy. 
Artificial suppression of price by regulators 
distorts choice. Attempts to discourage 
innovation tv regulation reduces choice. And. 
by extension, distorted and reduced choke 
distorts and reduces - in the patients' and 
prescribes' eyes - the values to them of fee 
ultimate benefit of therapy and cure. 

W. Duncan BeeUo is E-P. Bradlow Professor 
of Busbcm Economics at the University of 
the Winmermnd in Johannesburg. 0* fan 
study, ItfrdUw Prices and Inamatiom An 
International Surrey, cnn be obtained Grom 
The Institute of Economic Affairs, 2 Lord 
North Street. London SWIP 3 LB. 
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Netanyahu’s first year as Israeli prime minister has been 
beset with crises and broken promises, says Judy Dempsey 


On Monday' evening. Mr 
Benjamin Netanyahu, 
Israel’s prime minister, 
clinched a deal with Mr 
Natan Sharansky, trade min- 
ister and head of Yisrael- 
Ba' Aliya, the Russian immi- 
grant party. It cost Shkggiri 
(364m). The money will 
finance programmes for Rus- 
sian scientists and housing 
for the 750,000 Russian immi- 
grants who have arrived in 
Israel since the early 1990s. 

For Mr Netanyahu, It was 
taxpayers' money well spent. 
This week he needed the 
votes of Yisrael Ba’ Aliya’s 
seven parliamentary depu- 
ties to defeat a no-confidence 
vote proposed by the Labour 
opposition. The party toed 
the government line and the 
prime minister survived. 

But Mr Netanyahu’s par- 
liamentary power base is Car 
from secure. The deal with 
Mr Sharansky was part of 
the reason the prime minis- 
ter cfld not present a prom- 
ised ShkSOOm budget cut to 
the cabinet a week ago. This 
prompted the resignation of' 
Mr Dan Meridor as finance 
minister because he was 
unable to work with a cabi- 
net he felt was riven by 
intrigue and distrust 

“Netanyahu had to keep 
Sharansky on board,” says a 
senior adviser to the prime 
minister. “I hope tbe govern- 
ment can now get down to 
work and start making 
tough decisions.” 

If the record Is anything to 
go by, the chances of this are 
slim. Since coming to power 
over a year ago. Mr Netan- 
yahu has lurched from crisis 
to crisis. He has failed to 
deliver on a wide range of 
promises, including the 
introduction of a coherent' 
privatisation programme. 

Many believe the pending 
privatisation of Bank 
Hapoalim, which controls 40 
per cent of the country's 
banking assets and manages 
most of the pension and 
provident funds, to be 
flawed. Mr Netanyahu wants 
to sell the bank to a single 
owner and will not counte- 
nance the break-up of its 
holdings. “This privatisation 
will not lead to competition 
in the sector,” admits one of 
his economic advisers. 

Promises of capital market 
reforms, including an over- 
haul of the deficit-ridden 
state pension system, have 



Poison pact: Netanyahu’s deal with Yisrael Ba’AIiya prompted Meridor (right) to resign 


fallen by the wayside. Talk 
of dis mantling the monopo- 
lies, such as water and the 
Israel Lands Authority, 
which controls 92 per cent of 
all land, transport and agri- 
culture, has come to noth- 
ing. “Although. Netanyahu 
says he wants to sweep away 
uncompetitive practices, I no 
longer believe he is prepared 
to challenge the lobbies,” the 
adviser says. • 

The reluctance to address 
such issues may be put 
down to inexperience. But it 
is also a reflection of Mr 
Netanyahu’s preoccupation 
with trying to keep together 
an unwieldly coalition of 
nationalists, religious parti es. 
and conservatives to which 
he has made various - and 
sometimes conflicting - 
promises. 

”1 am quite confident that 
Netanyahu has no idea 
where he Is going,” says Mr 
Efraim Inbar, political scien- 
tist at the Begin-Sadat Cen- 
tre for Strategic Studies at 
Bar-Ilan University. “He 
does not have a wide hori- 
zon. If any thing , he is think- 
ing about survival and the 
elections in 2000. That ' 
means he wants to build up 
his own elites - ones he can 
completely rely upon.” ' 

. The resignation of Mr Mer- 
idor appears part of the 
effort to stuff out potential 
challengers to Mr Netan- 
yahu both Inside and out his 
Likud party. “Meridor was 1 
the voice of decency in the . 
government,” says a foreign 
ministry ofQciaL "Netan- .. 
yahu resented him.” 

.In January, Mr Netanyahu 
appointed his ally Mr Roni ' 
Bar-On as attorney-generaL 
Mr Bar-On was forced 'to 


resign after the legal profes- 
sion claimed he was Incom- 
petent. Senior judges later 
concluded there might have 
been a plot by one govern- 
ment official to en ginnerr his 
promotion. 

But Mr Netanyahu 
remains impexvicros' to .criti- 
cism that his appointments 
are based on loyalty rather 
than competence. Recently 
be placed several of his sup- 
porters Into prominent tfiplo- 
matic posts, without consult- . 
Ulg the foreign mini s try 
This alienated Mr David 
Levy, foreign minister, 
whose Gesher . faction 
refhsed to support Mr Netan- 
yahu in the no-confidence 
vote, deepening divisions 
within the government 

Mr Netanyahu is also 
attempting to change .the 
structure of the- left-leaning 
Israel Broadcasting Author- 
ity, the public service televi- 
sion and radio network, by 
aboUshing the. licence fee 
and making it dependent an 
advertising. - 

.“Netanyahu Is determined 
to build up counter-elites to 
Labour which dominate 
many of Israel’s Institu- 
tions,” says: .Mr. - lobar. 
“Unlike Labour, the right- 
wing does not have its'own 
newspapers; it does not have 
its own' candidates for 
ambassadors; ..it does not 
have Its people in the top 
judicial jobs or in the univer- 
sities. Mr Netanyahu Is seek- 
ing. revenge .against’ the 
establishment now that he 
has the power” 

This determination to 
exert centralised' power over 
Liknd. and htdld. a, loyal, 
rightwing power base - even 
at the cost of alienating mod- 


erate Liknrirriks such as Mr 
Meridor - began in the party 
districts. One Likud sup- 
porter says that since Mr 
Netanyahu secured the par- 
ty’s nomination for prime 
minister in 199S, he has put 
his own people in the district 
organisations. “If they do 
□qt toe. the line, they will not 
be promoted." 

In spite of opposition 
within the parliamentary 
party, Mr Netanyahu has 
survived several no- 
confidence votes because of 
a new electoral system, that 
makes it harder for deputies 
to oust him without losing 
their own jobs. Even so, Mr 
Meridor hopes to master the 
two-thirds majority needed 
to bring down Mr Netanyahu 
without forcing the dissolu- 
tion of parliament 

In bis efforts to control the 
party, more important issues 
have been neglected. The 
peace process is at a stand- 
still. and the Pales tinians 
are in limbo. “We have no! 
idea where we are going 
with Netanyahu." says Mr 
Saeb Erekat. Palestinian 
chief peace negotiator. 

Economic policy remains 
Inco he rent And mnch of the 
international goodwill Israel 
gained during the height of 
the peace process In 1995 is 
evaporating. 

“Maybe - and this is. a big 
maybe ' - things . might 
improve after the pending 
cabinet reshnffle and the 
defeat of the. no-confidence 
vote." says one of bis advis- 
ers. “Maybe Netanyahu can . 
start communicating with, 
and trusting, his ministers— 
We have wasted much time 
and made many mistakes. It 
cannot continue like this.” - 
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New Japan, 
old Japan 


There have been two important 
question marks hanging over 
the Japanese economy since the 
government decided to go ahead 
with its April consumption tax 
rise. These were whether the 
tightening would thwart the 

recovery and, more important, 

whether this recovery would be 
any different from previous 
ones. Yesterday's Bank of Japan 
Tank&n survey of business con- 
fidence for June provided some 
important hints on both fronts. 

The good news Is that at least 
one major part of the economy 
- manufacturing - seems to 
have been sublimely indifferent 
to the tax rise. At plus seven, 
the positive balance of self- 
described optimists in this sec- 
tor was the highest since 1991, 
and well above expectations. 

The Bank's finding will quell 
fears that the government bad 
inflicted too much fiscal rigour 
on the economy, too soon. Yet 
the sharp initial fall in the 
domestic bond market in 
response to the survey was 
probably overdone. 

For all the large manufactur- 
ers' optimism, the evidence on 
how the rest of the economy is 
faring since April has been very 
mixed. The Bank of Japan does 
not want to raise the discount 
rate only to cut it again a few 
months later. That suggests 
waiting to get a more 
complete - and positive - pic- 
ture of the economy as a 
whole, which it is unlikely 


The vital state 


The only thing as harmful as a 
bad government is no govern- 
ment at alL These two apparent 
opposites are in fact closely con- 
nected. Tyranny can easily fin- 
ish in anarchy. No tasks are 
more important, but also more 
difficult, than discouraging the 
emergence of dreadful govern- 
ment and rescuing countries 
with no government 

These are the stark lessons to 
be drawn from this year's World 
Development Report thefocns 
of which is the state. Without it 
civilisation is impossible and 
development inconceivable. But 
the state's monopoly of coercive 
power is also dangerous. It can 
be an effective servant or a 
rapacious master. 

The state, argues the report 
has five core functions: estab- 
lishing law; maintaining a non- 
dis tortionary policy environ- 
ment; providing basic social ser- 
vices and infrastructure; pro- 
tecting the vulnerable; and 
protecting the environment To 
these, in the right circum- 
stances, others may be added. 
But they should be added with 
care. A state that tries to do 
mare than it can will end up 
achieving less than it should. 

This may sound like a call for 
minimalism. But it is merely 
one for modesty. The modest 
state will also see the need tor 
improvement If it is to improve, 
the state must impose restraints 
on itself and its servants. A 
sense of public service must be 


instilled, with officials rewarded 
for competent and honest per 
formance. Discretion must be 
limited and as much economic 
activity as possible be subject to 
the market mechanism. 

The state is always a work in 
progress. What worked superbly 
at one stage of development can 
readily tail at the next Reform 
is also slow. Eliminating exorbi- 
tant tariffs nan be done over- I 
night. Creating a competent 
judiciary is the effort of at least 
a generation. 

Yet there is hope. The rela- 
tively sophisticated and capable 
states of today’s advanced econ- 
omies grew from sadly incompe- 
tent and corrupt beginnings. A 
virtuous circle from reform of 
the state to policy reforms and 
back to farther improvement of 
the state undoubtedly exists. 
Yet so does its vicious counter- 
part. In too many countries, 
over-ambitious states are still 
less effective than a generation 
ago. Sometimes they have even 
disappeared. 

Can the sick physician heal 
itself? Evil governments wfll not 
magically become good nor fool- 
ish governments suddenly 
become wise. But opport u nities 
for reform do arise. The report's 
most important implication is 
that the grotesquely incompe- 
tent must not be propped up. 
Sometimes it is necessary to 
wait for the opportunity to help 
a country determined to start 
afresh. 


The IRA’s call 


Mr Tony Blair's latest 
elucidation of the for the 
entry of Sinn Ffein/IRA into 
multiparty taiira m thp future 
of Northern Ireland represents 
the unfinished business of Mr 
J ohn Major's administration. 

The new Anglo-Irish paper 
designed to break the deadlock 

military weapons was in large 
part drafted before the British 
gpn#»rai election. The proposed 
six-week gap between a credible 
Sinn F6in/TRA ceasefire and its 
entry into the talks was also 
considered by the last govern- 
ment Both initiatives were lost 
in the paralysis which accompa- 
nied the loss of Mr Major’s par- 
liamentary majority and his 
reliance on the Ulster unionists. 

Against that background, the 
charge laid by some unionists 
that Mr Blair is w«Mng fresh 
concessions to the terrorists 
even as Sinn Ffein/IRA steps up 
its campaign of murder and 
bombing Is misconceived. 

The proposal that weapons be 
set aside in parallel with sub- 
stantive political negotia t ions is 
designed to remove the road- 
block which has stalled prog- 
ress in the talks for the past 
year. It matches the recommen- 
dation of Mr George Mitchell 
the former US senator who is 
ac ting as independent chai rman 
in the multi-party talks. As to 
the timescale, this acknowl- 
edges it is mare important to 
assess the quality of any cease- 
fire than to impose a lengthy 
“decontamination period”. 


So it is understandable that in 
the first months of Ills govern- 
ment Mr Blair wants to exhaust 
every possible legitimate ave- 
nue to ending the violence in 
Northern Ireland. If nothing 
else, this should ensure that 
international and domestic 
opinion sees precisely where the 
blame lies if Sinn F&n/IRA con- 
tinues to put violence ahead of 
politics. 

In one respect this leaves the 
initiative with the republicans. 
Mr Gerry Adams, the Sinn Fein/ 
IRA president, has now run out 
of excuses in refusing to 
renounce terrorism. For all Mr 
Adams* attempts to distance 
hims elf from the IRA, the real- 
ity is that the political and mili- 
tary wings of tiie republican 
movement share the same lead- 
ership. If it refuses now to re- 
establish a ceasefire it will con- 
firm suspicions it never 
intended to swap the bullet for 
the ballot box. 

For his part, Mr Blair must 
add credibility to the deadline of 
next May for a political settle- 
ment - with or without Mr 
Adams. The outlines of the 
eventual accord are known. 
Devolved government in Bellkst 
would be accompanied by Stron- 
ger links with the Republic and 
enhan ced co-operation between 
London and Dublin. Each 
strand of any settlement would 
also entrench the principle that 
Northern Ireland's future can be 
decided only with the consent of 
its people. Sinn F6in/IRA cannot 
escape that reality. 


New tricks for old dog 

France’s unique style of capitalism is slowly becoming more 
open and driven by shareholders’ concerns, says Andrew Jack 

M r Jean-Louis 

Beffa, chairman . _ , 

of Saint-Gobain. I . r g 

the powerful I 

French glass and 91 


to have before September. 

If the recovery does prove 
resilient it will be one up for Mr 
Ryu taro Hashlmoto, the prime 
m i n ister, who has faced criti- 
cism from Washington for push- 
ing through the tax rise. But the 
US worry that growth, as a 
result, would be skewed heavily 
toward exports has not been 
laid to rest. With a revived 
tradeable sector once again car- 
rying the rest of the economy, 
many concluded yesterday that 
years of recession and supposed 
deregulation bad changed noth- 
ing. Japan is the old-style “dual 
economy” it always was - with 
old-style trade battles with the 
US to look forward to. 

This is only half-right. If 
Japan is indeed repeating its 
pattern of export-driven growth, 
it can only be because a good 
many manufacturers have been 
f undam entally changed by the 
difficult early 1990s. They have 
been forced to come up with 
highly innovative ways to cut 
costs and develop new products. 
This, coupled with a weaker 
yen, may have made them more 
competitive than ever, not just 
internationally but in (now 
more open) home markets. 

The challenge for Mr Hashi- 
moto will be to use deregulation 
to achieve the same sea-change 
in the rest of the economy, so 
that manufacturing may take a 
smaller role. But in the mean- 
time he has some skirmishes 
with the US ahead: and soon. 


M r Jean-Louis 
Beffa, chairman 
of Saint-Gobain. 
the powerful 
French glass and 
building materials group, is brac- 
ing himself to deliver a damaging 
and potentially lethal blow to the 
country's unique style of 
capitalism. 

He has just resigned from the 
board of Suez, the utilities giant, 
and is soon to follow up by sell- 
ing most or his group’s shares in 
the company. Mr Gdrard MestraJ- 
let, rhqjrmwn of Suez, has in turn 
said be will reduce hi company's 
reciprocal stake in Saint-Gobain. 

The mutual pullout wfll bring 
to an end one of the most potent 
symbols of tbe complex system of 
cross-shareholdings and recipro- 
cal board memberships that has 
been at tbe heart of French capi- 
talism over the past 30 years. Its 
demise reflects growing carls for 
shareholder value at a time when 
a wave of corporate restructur- 
ings and mergers are leaving 
companies more exposed to stock 
market pressure. 

Mr Beffa has been one of the 
linchpins of a system seen by 
critics as designed to preserve 
incumbent management rather 
than to produce value far share- 
holders or respect modem rules 
of corporate governance. Even its 
supporters have begun to argue 
that the approach was a neces- 
sary but temporary evil whose 
justification is fast running out 
"French-style capitalism has 
had its time,” says Mr Pierre 
Richard, chairman of Dexia, the 
bank formed by the merger erf 
Cr&dit Local de France and 
Credit Communal de Belgique. 
"It was the reign of cross - 
shareholdings, and of the mutual 
protection of chief executives. 
Corporate governance is about 
economic democracy, with tbe 
restoration of the role of share- 
holders." 

Suez had become a holding 
company with a diverse range of 
participations in other busi- 
nesses. many of which bad recip- 
rocal stakes and seats on its 
board. As a result, it was pulled 
in many differ ent directions by 
its directors, each with their own 
conflicting Interests. Few bold 
decisions were taken and the 
group was stagnating. The pen- 
alty was suspicion from inves- 
tors, a lower stock market capi- 
talisation than the value of its 
assets, and a credit rating under 
pressure. The net result was to 
force the pace of change. 

“The time of the big financial 
holding companies is over," says 
Mr Mestrallet, the chairman 
appointed two years ago. “From 
now on they have to find their 
own activities and a real 
vocation." 

His response was to sell off a 
range of businesses, notably in 
tin* financial sector, and trans- 
form Suez into a utilities group. 
This paved the way for tbe 
merger with the utilities group 
Lyonnaise des E&ux ratified by 
shareholders last week. 

But the group's new, tighter 
focus rendered other investments 
— including those in Kit, UAP and 
Saint-Gobain - all but irrelevant 
Saint-Gobain was left marginal- 
ised and increasingly in a posi- 
tion of conflict, given its stake in 
the rival utilities group Gtoferale 
des Eaux. It had little choice but 
to begin unwinding its position. 

Mr Beffa himself, who vows to 
apply “a purely financial vision" 
to running Saint-Gobain, says of 
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the cross-shareholdings which 
linked his group to several 
friendly investors including Suez: 
“We needed a stable sharehold- 
ing while bringing about change. 
But now we are profitable and 
appreciated by the market, it is 
no longer necessary.” 

Some of Mr Bella's associates 
say he still dreams of preserving 
the French-style system of alli- 
ances. But, driven by the increas- 
ing difficulties of maintaining his 
conflicting investments, he has 
simply taken the pragmatic deci- 
sion to sell his stakes at a time 
when rising stock market values 
have made his exit less painful. 

Suez's position was far from 
unique. Mr Francois Morin, an 
economics professor at the Uni- 
versity of Toulouse l says the 
old-style French system dates 
back to the 1960s. One character- 
istic of tbe era was “auto- 
control". Many quoted companies 
held a considerable proportion of 
their own shares, which pro- 
tected them from hostile take- 
over bids and shielded their man- 
agements from potential 
challenges by outside investors. 

A second element was the role 
played by two huge financial 
holding companies - Suez and 
Paribas - which built up rival 
“families" of interlocking busi- 
ness Investments. During tbe late 
1960s, for example, Suez acquired 
si gnificant stakes in both Saint- 
Gobain and Lyannaise des Faux. 

In the 1980s, two rival state- 
owned enterprises - the bank 
Credit Lyonnais and tbe Insurer 
UAP - began to build their own 
competing corporate “empires” 
fay buying large stakes in other 
companies. Their role became 
particularly important during the 
privatisations launched by the 
Gaulhst governments of the late 
1960s and the early 1990s. Given 
the absence of private pension 


funds or other domestic institu- 
tional investors, the state encour- 
aged these groups to support a 
system of “capitalism without 
capital”. They became part of tbe 
noyaux durs. or “shareholders of 
reference”, acquiring significant 
stakes in the companies being 
sold off to prevent control falling 
too quickly into foreign hands. 

“It was always supposed to be 
a temporary system for two or 
three years designed to give the 
companies time to build alliances 
during a period of transition after 
the total protection of the state.” 
says one executive. “But some 
companies, such as Saint-Gobain, 
Rhdne Poulenc and Schneider, 
saw it as a much more long-term, 
defensive strategy.” 


D uring the 1990s. the 
economic recession 
and an unprece- 
dented property 
slump created too 
much pressure on France's four 
capitalist families for the system 
to endure. “Suez and Paribas, the 
two big godfathers of 20 years 
ago. have financial problems and 
can no longer play that role," 
says Mr Elie Cohen, director of 
CNRS. the Paris-based centre for 
the study of political life. “Credit 
Lyonnais and UAP tried to 
replace them - and failed.” 

Credit Lyonnais was the first 
casualty. Still owned by the state, 
it is protected from shareholder 
pressure. But huge losses forced 
the government to impose a 
restructuring plan in 1995 which 
stripped away more than 
FFr200bn in assets from the 
bank's balance sheet and put up 
for sale most of its corporate 
investments. 

The insurer UAP faced a simi- 
lar Cate. Weighed down by prop- 
erty losses and the often unprof- 
itable stakes that it had been 


forced to acquire in other French 
companies, it was privatised in 
1994. It became a prime target for 
takeover and last November, its 
rival Axa pounced. 

Axa has sold off more than 
FFrSbn (5860m) in equity stakes 
in the combined group since the 
acquisition. Mr Claude Beb&ar, 
the chairman, argues that his 
responsibility is to provide his 
own shareholders and policy- 
holders with a high return on 
investment, and not to create or 
sustain corporate empires. 1 do 
not want to be the godfather of 
French capitalism." he says. 

Ironically, the price of Asa’s 
takeover was the severe weaken- 
ing of its own network of friendly 
investors that had protected it 
from takeover threats. By using 
its own shares to acquire UAP. it 
substantially diluted tbe control 
wielded over Axa by a series of 
mutual insurance companies and 
its long-standing ally Paribas. 

Mr Bebear hints that Axa's 
reciprocal stake in Paribas, as 
well as the residual investment it 
inherited from UAP in the bank 
BNP, are likely to be cut. “There 
are no no-go areas,” he says. 

Profound changes are under 
way. But the degree to which 
France's old system of protective 
cross -ownership has broken 
down is still open to question. A 
number of analysts argue that 
the move towards genuine corpo- 
rate governance is progressing 
more rapidly in other countries, 
such as Germany and Italy. 

Although some foreign finan- 
cial institutions are beginning to 
agitate for change, many are 
more passive. Rather than fight- 
ing for shareholder value, they 
often prefer to sell their stakes or 
simply remain silent investors. 

Mr Morin dismisses many of 
the changes in corporate owner- 
ship over the past two years as 
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Real world 


* Despite being ffited has* 
home aB tfaa man everyone 
~ wants to meet, Britteb prime . 
'■Hdnister Tony Blair didn't make 
. much ctf a splash with the _ 
^general public on his US travels. 

- His troubles began in Denver - 
.whenhE- lost the game of- 
musical chairs at the Start of tire 
summit of the Eigbt-and ended 
x® witbxnttaseatatt&e . 
conference table. Even more 
emb&xas&ng, tbe world's ; ; 
biggest hftteradidn’t even - 
.appear to noticaashehovB-ad 
’ s heepishly behind them Rxritiog 
for somewhere to park: All iff all 

‘it w^the'maidenpexformance- . 
of another — Beds Yeltsin 

- which grabbed the limrilghl 
.Things looked brighter When .- 

the PM flew to New Yarkand, 
found tbe city all agog at the 
prospect of the arrival of 
everybody’s favourite Brit, 

Sadly, it wasn't Blab* they ware 
.waiting for; enter the Princess of 
Wales, preparing- to flog her 
collection of frocks down at 
Christie’* . 

At least tbe new boy was - 
assurriio? top baling at a $30$C0 
bash at the Button Place pad of 
expat *New Yorker 1 editor Tina 
Brown, Surely such lavish ■!- 
attention had no thing to dn with 
Brown'B tncreastBgly public . 
campaign to become the next 


British ambassador to 
Washington? 


Wolf whistle 

■ Say what you like about the 
Fr ench, but they know bow to 
do things in style. Bespectacled 
fashion guru Yves Saint-Laurent 
has agreed to dress the 2,600 
; officials who'll preside over the 
soccer World Cup finals In 
France next summer. 
Disappointingly, thoug h , the 
a g ree me nt covers only off-field 
attire. On tbe field, officials will 
stffi sport tbe traditional little 
black numbers. 


Fine line 

■ Farmer Aegon insurance 
chairman Jaap Peters says he'll 
console himself with “an extra 
evening drink" if Dutch 
eempawes don't comply with his 
new corporate governance 
guidelines. 

But the final report of the 
commission he's chaired for the 
past year - the equivalent. of 
Britain’s Cadbury and 
Greenbury committees - hardly 
hinds tbe corporate sector hand 
and foot with regulations. The 
only thing Peters wants from 
govarujicnt is action to make * 
share buy-backs more attractive. 

Of course not everyone is 
thrilled that yesterday’s 
.measures go only fractionally 


farther than interim proposals 
outlined by Peters last October. 
Tbe only real change since then 
has been to ask companies to 
spell out directors’ stock options 
in their annual reports; the total 
for each board, that is, not each 
director’s cut. 

Pieter Paul de Vries, chairman 
of tbe VEB shareholder 
association, says he’ll be 
knocking on doors in TTie Hague 
if companies don’t play balL 


Family fortunes 

■ The redoubtable Michele 
BJeostein-BlflDchet is canting 
something of an earthquake at 
the bouse ofPublicis, the 
advertising group founded fay 
her late father MarceL Following 
the death last year of the man 
credited in france with turning 
advertising into an art form, 
Mlch&e has decided to liquidate 
her stake. She's even threatened 
to use the courts to destroy 
Somarel, a holding company 
through which mast of her 
shares are held and which is 
blocking her a ttem p t s to seD. 

Much of her frustration is 
directed towards her elder sister, 
.Elisabeth, who has retain charge 
of Somarel and the Publics 
Supervisory board, and is 
married to the former Socialist 
justice minister Robert Badinter. 
Neither side will discuss 
whether family tensions 
contributed to the crisis; but 


there doesn't seem to be much 
sisterly love between Michele 
and the woman she refers to as 
“Madame Badinter”. 


Bit of a stink 

■ It’s no secret that the 
Americans managed to rub 
French PM Lionel Jospin up tbe 
wrong way in Denver, and they 
risk making more enemies with 
their latest policy initiative. 
G a llic cheese-makers are up in 
arms about US demands for 
pasteurisation of dairy products; 
if carried through that would be 
bad news for eamembert 
roquefort and other national 
delicacies. 

While the French themselves 
would be able to go cm eating 
smelly cheese, if the US gets its 
way other countries would be 
entitled to ban unpasteurised 
imports on health grounds. 

And who cares that France 
exports rally a tiny sliver of its 
eamembert production? There’s 
a principle at stake. Apparently, 
zapping cheese to kill off all tbe 
nasty bugs also gets rid of the 
ripe, raw taste and smell of old 
socks so treasured by 
connoisseurs. 

‘'Allowing only pasteurised 
cheeses would lead to an 
impoverishment of France’s 
ch ee se heritage," fames Francois 
Michel, president of the 
Normandy federation of 
eamembert makers. 
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merely a recomposition of the 
existing system, with new alli- 
ances taking the place of old 
ones. “You hare to distinguish 
the rhetoric or the companies 
designed to give a certain image 
to Anglo-Saxon investors from 
the reality ” he says. 

“You should be sceptical when 
people talk about radical 
change.” agrees Mr Cohen. 
“There has been a redistribution 
of ownership and we are leaving 
behind a form of capitalism domi- 
nated by the state. But I do not 
believe it will lead to a conver- 
gence with Anglo-Saxon style 
financial capitalism.” 

Certainly, a number of signifi- 
cant cross-shareholdings remain, 
such as that between Saint- 
Gobain and the utilities group 
G6n6ra]e des Eaux. New agree- 
ments have also been forged or 
renewed in recent months, 
including tbe pact this spring 
between the bank Soctete Gener- 
ate and Havas, tbe media group 

But these alliances appear to 
be strategic, driven more by an 
industrial logic than by politics 
or self-defence by incumbent 
managements. And the new gen- 
eration of corporate power bro- 
kers, such as Mr B6b£ar and Mr 
Jean-Marie Messier, the youthful 
chairman of General des Eaux, 
has considerably less autonomy 
than its predecessors. They are 
more accountable and vulnerable 
to critical stockmarket investors 
than ever before. 

French executives like Mr 
Bella may still privately dream of 
an alternative to Anglo-Saxon 
capitalism. One of his competi- 
tors bluntly points out. however, 
that Mr Beffa does not seek capi- 
tal from the more closed markets 
of Germany or Japan, but rather 
from the US and the UK. “It is 
the capital markets that dictate 
the law now.” 


100 years ago 

Hie Jamaica Loan 
Jamaica is somewhat 
fortunate in its selection of a 
date for the issue of its new 
loan, for the announcement 
comes at a time when the 
British Colonies ore enjoying 
the flood tide of public favour. 
For the first time in its 
history, the island has come 
forward with a three per cent 
loan. The 1870 issue, whit* 
was guaranteed by the Home 
Government, bore Interest at 
the rate of 4 per cent; that of 
1879 at the rate of 4M per cent; 
and those of later date at the 
rate of 4 per cent 

50 years ago 

One Hundred Millions 
The announcement in the 
House of Commons yesterday 
of a new corporation for 
Colonial development is 
parallel and complementary 
to the West African Ground 
Nuts scheme, and equally 
welcome. The corporation, 
empowered to borrow up to 
£100 millions, will assist and 
increase the productive 
capacity of the colonies either 
by helping existing 
enterprises, encouraging new 
ones or creating subsidiaries 
of its own. The corporation Is 
to be run on commercial 
principles. 






14 




OF 


MANUFACTURING 


WORLDWIDE 


mmmmm 


FINANCIAL 1 

Thursday June 26 1997 


brother 


Second setback in board’s search for new chief i Thais take 

Andersen in turmoil as tou |!* ^ 

, i rxi i on Fmance 

partners snub Shaheen one’s 

rights issue 

By Tad Bardscfce in Bangkok 


By Jim Kelly m London 

Partners of Andersen 
Worldwide have plunged the 
world's largest accounting and 
consulting organisation into 
turmoil by rejecting for the 
second time their board's 
nomination of a new chief 
executive. 

The board, meeting by tele- 
conference, was told the 2,700 
partners bad not provided the 
required two-thirds majority to 
elect Mr George Shaheen, the 
head of Andersen Consulting 
worldwide. 

Earlier this month Mr Jim 
Wadia, head of accountants 
Arthur Andersen in the UK, 
won a majority of votes cast in 
80 countries but also failed to 
secure the required two-thirds 
"super-majority". 

The rejection of Mr Shah- 
een’s candidacy produces con- 
stitutional gridlock at Ander- 
sen Worldwide and reopens a 

France 

Telecom 

Continued from Page 1 

partial privatisation might be 
further eased by indications 
that some trade unions now 
favour such a step. 

Mr Jospin said during the 
campaign that the Socialists 
would ask the group's staff 
whether they supported the 
move. 

One snag with trying to pro- 
ceed with the float in the 
aut umn is that it could come 
uncomfortably close to the 
expected sale of shares in Stet, 
the Italian telecoms group. 

Swiss banks 

Continued from Page l 

funds. When this proved inad- 
equate. they agreed with lead- 
ing Jewish organisations to 
set up the Volcker commission 
to review their own searches 
for dormant bank accounts. 
Swiss banks have found just 
under SFT-lOm ($28m) to date. 

However, the latest initia- 
tive is unlikely to end the 
Swiss banks' legal problems in 
the US. Mr Michael Hausfeld, 
the US lawyer leading the 
main class action, said yester- 
day the Volcker commission 
only covered a small part of 
the Swiss banks' dealings with 
holocaust victims. 

He estimated that 85 per 
cent of the S12bn liquid 
wealth of European Jews at 
the start of the second world 
war had been laundered 
through Swiss banks, which 
had been guilty of violating 
human rights. 

Additional reporting by Avi 
Machlis in Jerusalem. Xorma 
Cohen in London and Heather 
Bourbeau in Washington 


debate about its structure as 
two businesses - Arthur 
Andersen and Andersen Con- 
sulting - under one organisa- 
tional umbrella. 

The failure or Mr Shaheen’s 
candidacy - like that of Mr 
Wadla's - appears to indicate 
that the partners cannot over- 
come tribal considerations and 
vote for a chief executive from 
outside their own firm. 

The board is due to return to 
New York for a meeting tomor- 
row It may resign over the 
issue. 

Other options include 
revolving the post of chief 
executive between the two 
firms, constitutional reform, 
and getting Mr Larry Wein- 
bach, the incumbent chief 
executive, to stay. 

“Our election process is a 
difficult and demanding one. It 
is at the end of the day a dem- 
ocratic election designed to 
lead to a consensus - that’s 


one of our great strengths,” 
said a spokesman. 

"Ultimately we are a democ- 
racy and we are operating 
quite openly - we make an 
announcement each time there 
is an outcome. If we weren't 
confident, we wouldn't be 
quite so open. Meanwhile busi- 
ness is great." 

While partners do not 
believe the failure to elect a 
chief executive is a crisis for 
the organisation - which Is 
out-performing its competitors 
- there are concerns it could 
damage Andersen's image. 

The board's failure to win 
the backing of partners 
exposes the tensions between 
the organisation’s two busi- 
ness units - Arthur Andersen, 
the accountancy firm founded 
in 1913, and Andersen Consult- 
ing. which became a separate 
firm in 1989. 

Problems exposed. Page 22 


Little support for 
Britain over HK 
handover boycott 


By Our Foreign Staff 
hi Brussels, Hong Kong 
and London 

The UK has failed to persuade 
most of its European Union 
partners to join in a political 
boycott of the Chinese 
swearing-in ceremony for 
Hong Kong's provisional legis- 
lature next week. 

Mr Robin Cook, the foreign 
secretary, will not make a 
formal appeal to the rest of the 
Union's foreign ministers at 
today's council meeting in 
Luxembourg for fear of precip- 
itating a public split on the 
question. 

It now looks as though only 
Britain and the US, of China’s 
main trading partners, will 
observe the boycott of the non- 
elec ted body, although there 
was some hope in London last 
night that Germany might be 
persuaded to Join. 

The failure to agree on a 
common position was critic- 
ised in Hong Kong yesterday 
by Mr Chris Patten, the out- 
going governor, who said it 
would further encourage 
China to disregard pressure on 
human rights. 

The government is seeking 
to play down the division, 
stressing instead the Impor- 
tance of maintaining pressure 
on China to hold proper elec- 
tions for a new legislative 
council within 12 months. 

"It is not so important what 
happens on the stroke of mid- 
night [on June 30], but what 
happens in the months ahead," 
Mr Cook said in London yes- 


terday. Signs of clear divisions 
within the EU over China 
emerged this year when 
France, Germany. Italy and 
Spain opposed Denmark's deci- 
sion to sponsor a UN resolu- 
tion condemning Beijing’s 
human rights record. 

Most EU member states are 
putting their trade finks with 
China ahead of human rights 
concerns and are expected to 
attend the Chinese ceremony. 

The decision by the govern- 
ment to boycott the swear- 
ing-in ceremony, and seek 
international backing for the 
move, was precipitated by 
China's decision to have a 
joint ceremony both for Mr 
C iL Tung, the new chief exec- 
utive. and for the controversial 
provisional legislature. 

Mr Tony Blair, the British 
prime minister, Mr Cook and 
Ms Madeleine Albright the US 
secretary of state, have 
declined invitations to attend. 

However, senior US and UK 
nffiwaiw will be there, includ- 
ing Mr Richard Boucher, the 
US consul-general in Hong 
Kong, and Mr Francis Cornish, 
his British counterpart 

Britain is seeking to defuse 
the question of an EU split for 
fear of shaking confidence In 
the territory. 

“I can’t imagine anything 
less helpfUl to the people of 
Hong Kong if we approach the 
handover ceremony on the 
basis of a European split" a 
senior diplomat said. 

Taiwan tries to come to terms 
with handover, Page 6 


T hailand ’s central hanit 
yesterday It would not sub- 
scribe to a rights issue for 
Finance One, formerly the 
country's largest finance 
company. . 

The decision signals that the 
Thai authorities are no longer 
prep ar ed to proride unlimited 
support for cash-strapped 
financial institutions. Instead, 
they want to encourage con- 
solidation in the troubled 
finance sector. 

Finance One failed to exe- 
cute a merger last month that 
was designed to save it from 
collapse. The central bank 
then ordered a Bt6.2bn 
(S240m) capital increase and 
said it would be the buyer of 
last resort for the new shares 
in a rights Issue due to end 
today. The bank had already 
said it would lend the com- 
pany enough money to stay in 
business. 

The policy was understood 
to apply to other finance com- 
panies as well, and was widely 
criticised for overburdening 
government finances and 
rewarding poorly managed 
companies. But yesterday’s 
decision - combined with 
measures to facilitate merg- 
ers, announced on Tuesday - 
nipwiic a much tougher line 
by the central bank. 

"With the new merger 
incentives we want to give 
[the finance companies] 
another opportunity to 
explore options." said Ms 
Duangmanee VongpradMp of 
the central bank. “If they 
decide not to merge they will 
have to fend for themselves.” 

The central bank was expec- 
ted to have to buy almost all 
the Fmance One shares. Salo- 
mon Brothers estimates the 
scheme would have cost the 
government as much as 
SG.Tbn, or per emit of GDP. 

Many believed it would be 
impossible to maintain such 
an expensive policy and still 
defend the currency. It is esti- 
mated that at least half of 
Thailand’s 91 finance compa- 
nies are technically insolvent 

Finance One will have to . 
find a merger partner to avoid 
collapse. Thailand’s three 
biggest finance companies - 
Phatra ThanaUt Dhana Siam, 
and National Finance - said 
yesterday they were studying 
merger plans. . 

Money market traders said 
liquidity for finance compa- 
nies from the central bank 
had dried up over the past two 
days. Fears have grown of a 
run on deposits at institutions 
where financial difficulties are 
suspected. 

In a joint statement the 
central bank and the finance 
ministry warned the public 
not to panic as depositors 
“can expect repayment of both 
principal and interest”. 




Europe today 

High pressure will bring mainly 
sunny and warm conditions to 
most ol southern Europe. 

Low pressure will cause thunder 
showers in the eastern Balkans 
and near the Black Sea. Another 
depression will stall over the Low 
Countries. The associated cold 
front will cause rain and thunder 
from the Alps across Germany 
towards Denmark. There is a risk 
of local flooding in the southern 
Alpes. There will be more showers 
and some local thunder in the cool 
air behind the front. 

A north-easterly flow will draw cool 
and rather dry air towards Ireland. 

Five-day forecast 

Unsettled conditions with 
unseasonably low temperatures 
will persist over western Europe as 
a depression shifts slowly from the 
Low Countries towards 
Scandinavia. Thunder showers will 
develop in the western half of 
southern Europe. It will stay sunny 
and warm in the south-east 
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THE LEX COLUMN 


The new Morgan Stanley/Dean 
Witter vehicle at least looks the 
part True to the merger rhetoric, a 
sporty investment bank and 
dependable retail brokerage have . 
been combined to create a dlversl-' 
fied financial Services group. But 
given that these are the best of all 
possible times on Wall Street, it fe 
hardly surprising their first set of 
joint figures looks respectable. The 
real Issue is whether the merger 
can provide significant synergy ben- 
efits over and above the easy pick-, 
togs of a rampant bun market 

It is still too early to teH Trite, 
the results do confirm that the risk- 
ier securities business is now well 
balanced, by safer credit card and 
asset management businesses, 
albeit at the cost of slightly lower 
I margins and return on equity. . But 
the potential to boost securities rev- 
enues significantly, by leveraging 
fop investment banWng an d broker- 
age activities off each other ^ 
remains unproven. The opportuni- 
ties are certainly considerable: bet- .. 
ter retail distribution should make 
tiie firm a mo re for midable competi- 
tor for ! underwriting and advisory 
week. Anc[ the merged. entity ought, 
to be ableto boost broker productiv- 
ity through delivering them mare 
and better product 

The risk, of course, is that leaner, 
times on Wall Street' could get in 
the way. But given that the logic of 
the merger Is not simply dependant 
on buoyant markets, shareholders 
should at least enjoy some protec- 
tion from the foil brunt of a bear 
market 

Japan 

Japan in the early throes of a 
Goldilocks recovery? It is an appeal- 
ing thought. Yesterday's tankon 
survey of busiziesB confidence 
painted a surprisingly optimistic 
picture: Japan's big manufacturers 
appear to be weathering both 
domestic tax increases ' and a 
rebound in the yen. with little diffi- 
culty. Economic growth in 1997 
should reach 2% per cent down on 
last year, but tills time fuelled by 
private demand rather than public 
spending. Almost unbelievably, 
Japan created jobs at a faster rate 
than the US in the past 12 months. 

Yet enough of the economy 
remains in the doldrums, including 
the finance and construction sec- 
tors, that inflation is not a threat 
The Bank of Japan is therefore 
unlikely to raise interest rates 
before the autumn. Add it all up 
and Japan may indeed be entering a 
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rising health, casts.. As a result, US 
volumes are growing at a healthy 7 
per cent and much faster for compa- 
£4 - with innovative products. The 
■ '! three big UK companies have a 

- total of 80 compounds filed for 
approval or in late-stage clinical tri- 
als. On top of that the pharmaceu- 
ticals industry is in the midst of a 
technological revolution. Tech- 

tgf niques like genomics and rapid 
screening of chemicals could pro- 
vide a huge boost to research and 
i ; “‘ development productivity and thus 
^profitability. ' . . 

' This has pushed up valuations. 
Even so, tfusLJK stpcks on multiples 
of 21-23, times farecast l998 earnings 

- ar^ tradmg at a 2d- per cent discount 
to the best of their US peers. They 
-continue to look - attractive. 


period - of steady, low-inflation 
growth just as inflationary dangers 
to the US, hone qf. the original Gol- 
dilocks recovery - neither too hot 
njar:too coIcL.h look to be rising. 

. . Scans risks remain, of course. If 
the current export boom cantliiues 
it win- lead to political difficulties 
over Japan's trade surplus. Tu be 
sustainable, the economic rec o ve r y 
needs to broaden to encompass non- 
manufacturers and small compa- . 
nfes. And deregulation, while bene-, 
ficial long-term, is bound to cause! 
some turbulence in the short ran. 
But " Japan’s current economic 
course is certainly positive far equi-’ 

- Hp« mwt the yen, while th? threat' of 
taterest'rate increases, however dis- 
tant, should signal the end of the 
long bull market in bonds. . 

UK pharmaceuticals 

Drug stocks have always been a 
safe haven in uncertain times and 
are proving sa again this year. The 
pharauKXuticals sector has risen 27 
per cant- to daterto 1997, crcdpeffomi- 
ing the UK stock market by 17 per 
cent The mats drivers , have been 
premium earnings growth and 
strang cash generation at a time of 
profit downgrades elsewhere: Ignor- 
ing currency effects, SmithKline 
Beecham and Zeneca should 
increase gamings per share by 15 
pa* cent a year into the next cen- 
tury, while Glaxo Wellcome Is fore- 
cast to return to double digit 
growth from 1999, having overcome 
Zantac's US patent expiry. 

Beyond that, prospects are buoy- 
ant. The regulatory environment 
remains favourable and US man- 
aged care organisations have recog- 
nised that buying more drugs is the 
most cost-effective way to contain 


British Airways 

: While the rest of the British econ- 
nmy gave'trp strikes -years ago, the 
nation's .farmer favourite sport 
gqm&OW manag es fo cHng on at 
British Airways^ Even at BA, of 
course, the -rhetorical' battles now 
tend to'amount to little more than 
harmless gamesmanship- But not 
quite this 1 time. For a start, BA 
faces not one threat but twy. -cabin 
crew members having voted to 
strike, ground staff .are also being 
balloted, lhis looks worrylngly Hire 
a concerted trial of Strength - the 
irresistible force of BA's Eibin cost- 
cutting programme colliding with 
the . seemingly immovable object of 
the Transport and General Workers’ 
Union. And the TGWU has a power- 
ful rallying cry at its disposal After 
all, if members do not stand op and 
fight now,- where will the.seemingly 
inexorable cost-cutting and con- 
tracting-out' end? 

The snag, of comae, is that this is 
a battle the union isalmost bound 
to lose. For one thing, the TGWU 
lacks a really compelling casus belli ; 
its specific complaints look a bit 
flimsy to sustain a long, broad- 
based dispute. Mr Tony Blair hardly 
seems a promising source of politi- 
cal support. And fundamentally, 
baggage handlers and air hostesses 
do not have pilots’ scarce skills; 
they can be replaced pretty easily. 

In short, this is the kind of battle 
both BA and its unions have little 
choice but to fight And ft is one the 
airttna has a good chance of win- 
ning. But do not be surprised if BA 
turns out to have a sticky summer 
ahead. 

Additional Lex comment on 
Page 24, UK buses 
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In Match 1996, John Crane doubled its 33% holding in its 1987 joint venture in Tianjin. Taking management control triggered 
vigorous action to create a new. more effective team to tadde China's £20 million marker for mechanical seals. 
Manpower was rationalised and senior staff remaned in Singapore. Capital investment brought new lapping machine and 
computers. The canteen, changing rooms and shower blocks woe compkidy'rriurhished. New uniforms demonstrated team pride. 
John Crane Tianjin raised sales 50% in 1996 and now exports, to Europe, Asia and even to Japan. 

As China's market leader in sealing systems, the Tianjin team, today sops the league. 

John Crane is one of Ti Group's three specialised cngmceriiqs businesses, die others being Bundy and Dowty. 

Each one e a technological and market leader in its fidd: Together thorspeaaitst skills enable 
U Group to get the critical answers right For ic customers. V-bddwidc. 



TI GROUP 


WORLD LEADERSHIP IN S P E C I A L. IS E D E H G I HE E R 1 N O 

Fw funlsr mlornwnon jboul the TI Group, ecrojaihe DcpamnaB of Public AHaira. TI Group pkr, Lamboum Court. Abingdon. Chun CKH-1UH. England. 
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IN BRIEF 


Anglo supports 
Lonrho merger 

Angl o American, the South African mining 
giant, expressed support for a merger between 
mining house JCl and Lonrho. the UK conglom- 
erate. Anglo denied talk that it had devised the 
plan as a means of acquiring Lonrho’s 33 per 
cent stake in Ashanti Goldfields of Ghana. Paee 
18 

Compagnie Bancafre buys subsidiaries 

Compagnie Bancaire, the financial services 
group controlled by Paribas, launched a FFr3bn 
(S5i0m) bid to buy out the minorities in two or 
its subsidiaries. The takeover covers Cardif. a 
life assurance and investment group, and UFB 
Locabail, a lender to small business. Page 18 

Danes to sell more of Tele Danmark 

The Da ni sh government intends to sell -all or 
part" of its remaining 52 per cent of the shares 
in Tele Danmark, the former monopoiv tele- 
phone services provider. Page 18 

Opec bid to thwart quota cheating 

Iran and Saudi Arabia continued to put pressure 
on their colleagues in the Organisation of Petro- 
leum Exporting Countries to come up with ways 
to improve production discipline and curb the 
problem of quota cheating. Page 28 

Boston Chicken loses its sizzle 

Fast-food business Boston Chicken, one Df Wall 
Street’s most successful new arrivals of the 
decade, has reined in its expansion plans after 
admitting mistakes that have seen its growth 
fizzle. Its shares had risen from $1Q in 1993 to 
more than $40 at the end of last year. Page 22 

Danisco profits up 12% at $271 m 

Annual pre-tax profits at Danisco. the Danish 
food and beverages and packaging group, rose 
12 per cent to DKrL78bn f$27lmj in the year 
ending March 3l. Page 18 

Hainan Airlines to list m Shanghai 

Hainan Airlines is to list on the Shanghai for- 
eign currency stock exchange, the first Chinese 
company with a foreign shareholding to float on 
China's domestic stock markets. Page 18 
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Prisons group in real estate move 


By John Labate in New York 

Corrections Corporation of 
.America (CCA), the largest US 
private prison operator, is to 
launch the first real estate 
investment trust based on 
prison properties In one of the 
most unusual public offerings 
this year. 

In an effort to cash In on 
Wall Street’s growing appetite 
for real estate stocks. CCA is 
to form CCA Prison Realty 
Trust, which is expected to 
have its public offering in July 
at a price between $19 and S2l 
a share. 

Real estate investment 


trusts, or Reits, enjoy special 
tax treatment in the US, but 
are also required to distribute 
95 per cent of their taxable 
income to investors through 
dividends. 

To lure investors. CCA 
Prison Realty Trust is expec- 
ted to yield some 8.5 per cent, 
based on a projected annual 
dividend of $L70 and an offer 
price of $20 per share. 

Proceeds from the offering, 
set for $308m. will go towards 
the purchase of nine prison 
facilities from CCA. which will 
then be leased back to CCA 
CCA stands to raise a huge 
amount of cash for its future 


expansions as well as clean off 
those assets from its balance 
sheet 

Nashville-based CCA holds 
over half of the growing US 
private prison market, with 
earnings last year rising by 115 
per cent to S30ita on a 41 per 
cent increase in revenues to 

jgRm 

The company is also expand- 
ing abroad. Through a Joint 
venture with France s Sod- 
exho, CCA manages a prison 
in the UK and two in Austra- 
lia. Sodexho bolds it> per cent 
or CCA’s common stock. CCA 
plans to continue its overseas 
expansions, with South Africa 


and Canada said to be Lite mar- 
kets it is most interested in. 

CCA is one of a number of 
companies operating prisons 
in the L-S. As prison over- 
crowding becomes a problem 
in many US states, some local 
authorities have found it more 
efficient to hand over responsi- 
bility for prison operations to 
private companies. These have 
begun to make profits by 
building - os well as operating 
- prisons, which means they 
require greater capital and 
need to consider new sources 
of finance. 

Some controversy surrounds 
CCA’s relationship with the 


new property trust since both 
companies will effectively be 
run by CCA's chief executive. 
Mr Doctor Crams. 

"It’s in CCA’s interest to 
have both companies do well." 
said Mr Ryan Jacob of IPO 
Value Monitor, in New York. 

The IPO also provides! fur 
ther evidence of the popularity 
of US real estate investments 
this year. New issues have 
included Boston Properties, 
the real estate investment 
trust chaired by Mr Mon Zuck- 
erman. the media baron, which 
launched its IPO last week. 
Other real estate IPOs are m 
the pipeline. 


Eurotunnel’s 
restructuring 
plan boosted 


By Andrew Jack in Paris 

The president of one of 
Eurotunnel's largest share- 
holder groups said yesterday 
that he was likely to support 
the company's restructuring 
plan if its operating concession 
for the Channel tunnel was 
extended. 

His support could prove deci- 
sive in the company's battle to 
gain approval for its £8.5bn 
($!4bnt financial restructuring 
plan. He plan negotiated 
between Eurotunnel and Its 
174 creditor banks must be 
approved by shareholders at 
an extraordinary general meet- 
ing on July 10. 

Indications over the last few 
days suggest that three groups 
of investors who are gathering 
proxies may already have 
amassed sufficient votes to 
obtain a blocking minority at 
the meeting. That would Jeop- 
ardise the restructuring plan 
and could lead to Eurotunnel 
being declared insolvent 

However. Mr Christian Cam- 
bier, head of the Association of 
Eurotunnel Shareholders, 
which could wield proxy votes 
from investors holding more 
than 10m shares and which 
has been expressing doubts 
about its support for the plan, 
indicated he would support the 
restructuring plan if the con- 
cession was extended. 

His comments follow fresh 
signs that the British govern- 
ment may be prepared to 
extend Eurotunnel’s exclusive 


concession to operate the tun- 
nel beyond the current expiry 
date of 2052. Eurotunnel says 
an extension to the concession 
is crucial to persuade its 
730,000 investors to back the 
restructuring plan. The change 
would boost the company's 
future income, provide extra 
money for creditor banks and 
enhance the value of Euro- 
tunnel shares. 

Mr Patrick Ponsolle, the 
chairman, said on Tuesday 
that talks between the com- 
pany and the French and UK 
governments had recently 
resumed "with the objective of 
reaching at least an agreement 
In principle” in the next few 
days. 

The French government has 
for a long time agreed to Euro- 
tunnel’s demands, but the Brit- 
ish government appeared for 
the first time on Tuesday to be 
moving towards support for 
the idea, while demanding in 
exchange that the company 
make efforts to Increase the 
volume of long-distance rail 
freight transported through 
the tunnel. 

Mr Camhier's association, 
which numbers 2,800 members, 
says its support for the plan is 
also dependent on a clear com- 
mitment by Eurotunnel to 
reduce its operating costs and 
a ''significant gesture" from 
the banks in their restructur- 
ing proposals. 

His association's 20-strong 
committee is due to vote on 
the proposals cm July 2. 




A Wessex Water worker monitors Europe’s largest treatment plant In south-west England. The 
US utility reported annual pre-tax profits up 8 per cent to £145m ($240m) and an 18 per cent 
increase in its dividend payout Report, Page 24 new PM Vaomam 


Daimler 
disposal 
set to 
boost IT 
business 

By Andrew Fisher in Frankfurt 

Daimler-Benz, the German 
motor and industrial company. 
Is selling its 24.4 per cent stake 
in Cap Gemini, the big French 
software consultancy, to raise 
up to DMl.&bn t$S70m> to 
strengthen its informal ion 
technology business. 

The decision reflects the US 
legal difficulties that would 
have been Involved In Daimler 
raising its shareholding to 
take hill control. 

The US Bank Holding Com- 
pany Act limits banks' activi- 
ties in the IT business and 
would have affected Daimler 
because Deutsche Bank owns a 
23 per cent stake. The steep 
rise in Cup Gemini's share 
price was also a deterrent (o 
Daimler raising its holding. 

The withdrawal of Daimler - 
now back In profit after a 
costly restructuring pro- 
gramme - from us six -year 
involvement with the French 
company also marks a further 
step away from the strategy of 
Mr Edzard Reuter, former 
chairman of Daimler, who 
wanted to make the group a 
diversified technology concern. 

The Cap Gemini stake will 
be sold to institutions outside 
the US - mainly in France, the 
UK. Germany and Switzerland 
- through an issue of 
exchangeable notes arranged 
by Goldman Sachs, the US 
investment bank. The stake is 
owned by Daimler-Benz Inter- 
Services (Debis), the group's 
financial services and mobile 


telecommunications division. 

The notes will be priced on 
Monday at a premium of 
between 14 and 18 per cent 
over the French company's 
share price, which closed yes- 
terday at FFr345 ($59.27) 
against FFr251 at the start of 
the year. There will be a 
French franc tranche for 
French investors and one in 
dollars far other institutions. 

By placing its Cap Gemini 
stake in the form of exchange- 
able notes, Daimler aims to 
avoid depressing the market 
Investors will be able to 
exchange the notes at any time 
for shares in the French com- 
pany. 

Debis will also buy Cap 
Gemini’s 19.6 per cent stake in 
Debis Systemhaus. part of 
Debis. Mr JUrgen Schrempp, 
Daimler’s chairman, said the 
IT sector “has excellent profit 

potentia l ." 


Morgan Stanley profits fall 


By Richard Waters 
in New York 

Morgan Stanley Dean Witter 
Discover, Wall Street's newest 
investment banking giant, 
recorded an B per cent decline 
in quarterly earnings In the 
first period since the merger 
which created it in late May. 

The weaker results reflected 
the jitters which hit the US 
stock market this spring, as 
well as a merger-related 
restructuring charge. These 
were largely offset by a large 
one-off gain on an equity 
investment at Morgan Stan- 
ley's merchant banking uniL 

Morgan Stanley said the fall 
in share prices during March 
and April had hit the Its prof- 
itable equity underwriting 


business. After-tax profits 
from securities activities 
reached $3 12m, around 13 per 
cent below the level the two 
banks recorded between them 
in the previous quarter and in 
the same period a year before. 

Despite that, the three 
months to the end of May rep- 
resented a continuation of a 
buoyant period for Wall 
Street, said Mr Bob Scott, 
chief financial officer. 

“In the historical perspec- 
tive, it was a terrific quarter," 
he said. The number of compa- 
nies planning to come to the 
market or considering merg- 
ers or acquisitions pointed to 
a strong third quarter, he 
added. 

The quarterly figures also 
confirmed the greater earn- 


ings stability from combining 
Morgan Stanley's investment 
banking and trading busi- 
nesses with Dean Witter Dis- 
cover’ s retail investment, 
mutual fund and credit card 
operations. 

The combined firms' net 
income from asset manage- 
ment climbed 82 per cent to 
$L49m as revenues rose at a 
similar rate to $635m, in part 
thanks to merchant banking 
revenues of S129m on an 
Investment gain. 

After-tax profits from the 
Discover credit card were 
S129m, unchanged from a year 
before. A jump in the loan loss 
provision, as write-off's rose to 
over 7 per cent of assets, was 
offset by continued growth in 
consumer loans. 


Philippine sell-off fails as 
uncertainty deters bidders 


Justin Marazzi in Manila 

The Philippines’ largest 
privatisation of the year col- 
lapsed yesterday after falling 
to attract bidders. 

The government had been 
aiming to raise about 8.8bn 


pesos ($337m) through the sale 
of its 65 p ercen t stake in Food 
Terminal (FTD. a 120ha agro- 
industrial complex in Manila 
that houses 200 small- and 
medium-sized businesses. "We 
were set to receive aH the bids 
but nobody came to submit 
them," said an adviser to FTL 
It is disappointing for every- 
body. The government was 
hoping for a winner and so 
was the private sector.” 

The Philippines’ four-year 
privatisation programme has 
been one of the most compre- 
hensive in the region, span- 
ning Philioome Airlines. Phil- 


ippine National Bank, National 
Steel Corporation and Manila's 
water and sewerage network. 
But the drive, which effec- 
tively sustained the country's 
budget surplus since 1993, has 
lost momentum. 

The government, which is 
faring a declining budget sur- 
plus in 1997, had hoped the 
sale would help it recover its 
initial investment of 600m 
pesos in FTI and repay loan 
obligations to government 
agencies of some lJJbn pesos. 

Enthusiasm for the project 
appears to have waned in the 
days leading up to yesterday's 
planned submission of bids. 
Late last week, KeppeL, the 
Singaporean conglomerate, 
pulled out On Monday, Metro 
Pacific, the Philippines' arm of 
Hong Kong-based First Pacific, 
which was part of another con- 
sortium bidding for the proj- 


ect, said the investments 
required were not commensu- 
rate with expected returns. 

Filinvest Development, 
another local conglomerate, 
also failed to submit a bid. An 
FTI official said the initial 
investments plus development 
costs required totalled at least 
26.6bn pesos ($lhn). 

Analyst s sa id the unclear 
status of FTTs tenants, many 
of whom have long-term 
leases, deterred investors. 
"There were too many issues 
which made the deal expensive 
at the floor price." said Mr 
Seumas Galiacher. executive 
director at Metro Pacific. 

This was the third attempt 
to privatise FTL following two 
abortive efforts in 1990. its 
future is unclear but the gov- 
ernment may return to propos- 
als by FIT tenants to buy the 
land themselves. 


This announcement appears as a matter of record only 


June 1997 
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China -regional carrier to offer shares on exchange reserved for foreign investors 


Hainan Airlines lists in Shanghai 


By James Harding In Shanghai 

Hainan Airlines will list on the 
Shanghai foreign currency stock 
exchange today, the first Chinese 
company with a foreign sharehold- 
ing to float on China’s domestic 
stock markets. 

Hainan Airlines is listing 7im 
B-sharefi - stocks on the Shanghai 
exchange denominated in US dollars 
and, in theory, reserved for foreign 
investors - priced at Yn&90. or the 
equivalent of $0.47 a share. 

The listing is expected to be well 


received by investors, whose confi- 
dence in the company has been 
reinforced by the 25 per cent stake 
already owned by American Avia- 
tion. an investment fund partially 
controlled by Mr George Soros, the 
financier. American Aviation bought 
its share of the company in 1995 for 
about $25m. 

Hainan Airlines, a regional carrier 
serving Hainan island, south of the 
mainland, will be China’s first 
domestically listed airline. 

The company is one of the coun- 
try’s more promising regional air- 


lines, as the island's beaches 
tropical climate maVfe Hainan one of 
the most popular destinations for 
Chinese tourists. Hainan has a sec- 
mid regional bub at the port city of 
Ningbo. on China's east oast, and 
operates 40 domestic routes. 

Passenger traffic revenues more 
than doubled between 1994 and 1999, 
from Yn376.6m to YnS64.1m fJiCMm). 
Turnover in China’s aviation sector 
as a whole has grown at 20 per cent 
per year in the. pest 10 years, the 
fastest growth rate In any region in 
the world. 


Hainan last year recorded pre-tax 
profits of Yn944m compared with 
Yn42.7m -in 1995, on turnover of 
YnKB 4 9m up from Yn52fLlm. 

The airline is seeking approval to 
fly to Hong Kong and Macau from 
1998 and for other international 
routes. It is also considering plans to 
offer cargo services in China using 
its existing traffic rights. . 

The company has'a fleet 13 air- 
craft and aims to use the *3L7m 
raised by the H g tfn g to purchase 'the 
equipment and facilities for three 
Boeing 767 aircraft it plans to buy. ' 


Building bridges to the mainland 

Hong Kong companies are taking stakes in Chi n ese groups, writes Louise Lucas 


S C h i c a ' s 
march on 
corporate 
Hong Kong 
is not all 
one-way traf- 
fic. Compa- 
nies in the 
territory are 
ttONQKONe buying 
— M-l 189 ? — stakes across 
the border, further binding 
the economies as they pre- 
pare to come under the same 
flag. 

The latest target Is China 
Southern Airlines, the 
Guangdong carrier which is 
seeking a listing on the 
Hong Kong Stock Exchange. 
New World Development 
and Sun Hung Kai Proper- 
ties, two Hong Kong prop- 
erty developers, have con- 
firmed their Intention to 
take stakes, and it is likely 
they will be joined by com- 
panies controlled by Mr Li 
Ka-shing, one of the territo- 
ry’s wealthiest and most 
powerful businessmen. 

The Hong Kong spending 
spree in China took off ear- 
lier this year, although it 
has been la g gin g behind the 
movement in the opposite 
direction, which has seen 
mainland bodies acquire 
slices of the territory’s avia- 
tion, power and telecom 
industries. 

“The trend is towards mas- 
sive cross-holdings: not just 
in H share companies [Chi- 
nese enterprises listed in 
Hong Kong] like Beijing 
Da tang, but also in red chips 


[mainland-backed compa- 
nies],'’ says Mr John Pinkel, 
head of C hina research at 
Merrill Lynch. 

"We are going to see more 
of it, and that is going to 
have implications for valua- 
tions: interdependent compa- 
nies will all go up together 
and down together, so there 
will be a magnifying 
impact,” Mr Pinkel says. 

Among the biggest stake- 
builders on the mainland is 
New World Development, 
which last year hived off its 
infrastructure arm. New 
World Infrastructure (NWI) 
then took 9.9 per cent of Bei- 
jing Da tang - a power com- 
pany which became the first 
Chinese state enterprise to 
secure a London listing - as 
well as gmaiiw interests in 
another three mainland 
companies. 

The move should give New 
World bigger opportunities 
across the border in the 
future, analysts say. It is the 
same dynamic at work 
whenever Chinese and Hong 
Kong companies join forces 
- the acquisition of connec- 
tions. 

Tin sure that one of the 
key attractions is the sourc- 
ing ability in future to 
secure projects, because the 
companies being bought 
have either strong political 
influence or strong munici- 
pal Influence.” says Mr Keith 
Wu, head of Hong Kong 
research at Peregrine 
Brokerage. 

In the case of the H share 


Cross holdings 
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companies, stake-building 
buys credibility at parent 
company level, which is 
likely to generate the lion's 
share of projects. 


O thers say that the 
companies coming to 
market are offering 
advance stakes, in the belief 
that having blue chip compa- 
nies or investment banks on 
the share register will lend 
credibility to their issues - 
though this does not guaran- 
tee success. 


The concept of cross-hold- 
ings is not new: Mr Li Ka- 
shing, who controls Hutchi- 
son Whampoa, the Hong 
Kong conglomerate, was a 
keen buyer of minority 
stakes In smarw companies 
in 1993 and 1994 as a means 
of cementing relationships. 

Peregrine Investments bad 
also been building stakes 
before this year - which, 
given its role In bringing 
companies to market, has 
irked a number of institu- 
tional buyers, who say there 


is a conflict of interest 

This has been hlgbiigbted 
in a string of recent transac- 
tions Involving red chips 
whose issues were heavily 
oversubscribed, raising ques- 
tion Hrarira over pricing. 

Peregrine denies a conflict 
of Interest, saying instead 
that it Is a show of faith - 
“particularly when Howling 
with matnianri companies” — 
and part of its investment 
strategy. It says most stakes 
are bald far the l on g term: 
six months is the absolute 

mlwiwinra 

Institutions point out 
another reason for invest- 
ment hantrs to *alr« stakes: 
obtaining a bigger slice of 
the action in future. 

Red chips, in particular, 
have proved active once 
launched on the stock mar- 
ket, issuing secondary offer- 
ings and acquiring assets, 
which is all lucrative busi- 
ness for the "friendly" bank- 
ers on board. 

Other banks have begun to 
follow suit. Morgan Stanley 
bought shares in the issue it 
sponsored for Beijing Enter- 
prises, which was 1.276 times 
subscribed. 

For both banks and corpo- 
rates, the process is set to 
continue. 

“If s not going to be a com- 
plete ’reverse takeover’, but 
very much a relationship- 
driven, strategic alliance 
opportunity for the future 
expansion of companies in 
Hang Kong,” says Mr Keith 
Wu, at Peregrine. 


to start 
producing 
IC cards 


By Afichlyo Nafcamoto v 

In Tokyo 

Fujitsu is to mass-produce 
integrated circuit cards at a 
new plant in Japan as 'part 
of a plan to build up its 
business in electronic com- 
merce systems. 

The Japanese, company 
will later this year start 
manufacturing about lm 
cards «in»«piiy to meet 
expected growth in demand 

nmoori by (n mmring Compe- 
tition resulting from. Japan’s. 
“Big Bang 9 financial 
deregulation. 

Fujitsu is bringing 
together its expertise in 
automatic teller mariitmiK, 
point-of-sales terminals,, 
servers and other hardware 
to build comprehensive solu- 
tions for electronic 
commerce. 

The company expects rev- 
enues from this business to 
grow from about Ylbn-Y2bn, 
not year to YlQbn ($87m) 

by 2000. 

Integrated circuit cards 
use memory chips to Mnbm 
pre-recorded information. 
They are expected to replace 
tiie cards Issued by credit- 
card companies, banks and 
railway companies - or 
those used to pay highway 
and other tolls - which use- 
magnetic tape to stare infor- 
mation. 

IC cards are capable of 
storing more information 

»n credit cards wring mag- 
netic tape, and are more 
durable and secure. In hos- 
pitals, for example, they can 
be used to contain health 
insurance information al 
addition to working ah a 
pre-paid card. 

Visa International, the US 
credit card company, and 
Monties, the UK company 
that is developing “elec- 
tronic money”, have their 
own standards Cor IC cards, 
which Fujitsu believes will 
become global standards. 

The Japanese company 
plans to develop cards based 
on each standard and atm« 
to expand overseas by pro- 
viding its cards on an origi- 
nal-equipment manufacturer 
basis. 


ASIA-PACIFIC NEWS DIGEST 


Chinese group 
raises US$1 30m 

1 Jardine Fleming, the Hong Kong investmen t bank, 
yesterday aunomiced.it had completed a global placement, 
of a US$l8bm em’oconvertfble bond issue for Guangdong 
Investment, tbe mainland-controlled conglomerate. The 
do ftlmorfett the latest of improved ties between 

Ghfapao businesses and Jardfnp Mathesan, one of the 
•joint venture partners of Jardine Fleming. According to 
Jardine Fleming, the bond issue -was eight times 
subscribed within 36 hours of. its launch earlier this week. 

Mr HarbertHui, managing director of Guangdong 
Inves tments, said the funds would be used to develop its - 
businesses, which range from Infrastructure to energy 
and hotel management The bonds carry an annual 1 per 
cent coupon and can be converted into shares at HKJ13.75 
during the five-year life of -the issue. The price represents 
a 25.45 per cent pr emium over the average dosing price of 
the shares ova: the past five days. 

• - John Ridding. Bong Kong 

Birla AT&T in $283m loan 

Birla AT&T flnrnwiPiripatioir *« yesterday anno unced 
India’s la rgest offshore telecoms financing arrangement 
to date: a S283m syndicated loan, which concludes 
financing for the company's $L5hn project to build a large 
cellular network in India. Birla AT&T is a joint venture 
between Aditya Birla, the Indian industrial group, and 
AT&T, the US telecoms group. The loan was arranged by 
Bank of America through its subsidiary BA Asia and 
Toronto Dominion and is divided into a foreign and 
Indian mpee component. 

TSiria AT&T was awarded a licence in December 1995 to 
provide cellular services in Gujarat and Maharastra 
(except Bombay) in west India, two of the country’s most 
comioercially active states, tt is paying $lbn over 10 years 
for the licence and committed $5O0m to establishing 

the network. Since Its start-up in 1996, the network has 
attracted 11,000 subscribers and aims for lm subscribers 
byS006. Khozem Merchant. New Delhi 

Kia reorganises units 

Kia Group of South Korea is to restructure its 28 units, 
ranging from cars to steel, which could involve 
consolidating units in rfmiiar industries. Earlier this 
week Kia said it would sell land worth Won795bn t$896ml 
to Improve cash flow. At the same time, the Korea 
Development Bank, the state-run industrial bank, said it 
would extend Won30bn in loans to Kia Steel, which is 
suffering from a shortage of operating funds. The bank 
said it had not received any loan requests from other Kia 
subsidiaries . 

• Shares in Datnong companies' rose to their daily limits 
yesterday after the South Korean group said it would put 
up Its equity in the jinidTwpa as collateral for Wonl5.9bn 
in emergency hinds. AP-DJ. Seoul 

Price cuts hurt NZ Post 

Profits at New Zealand Post the stateowned company, 
fell nearly one-third to NZ$47.7m (US$32.62m) alter it cut 
postal rates to stay competitive, as the government moved 
to withdraw its monopoly. The cut in Charges cost NZ 
PostNZ$35m. 

However, as a result of the cut, NZ Post's letter volumes 
rose 6 per cent last year. Sales rose 3 per cent to NZ$678m. 
and expenditure grew ll per cent to NZ$61 3m. 

Terry Hall, Wellington 
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Compama Latinoamericana de Infraestructura & Servicios S.A. 
a company of The Rjoggio Group 
11.625% Guaranteed Senior Notes due 2004 


December 16, 1996 


US$350,000,000 
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Fage Dairy Industry S.A. 

Copamex Industrias, S.A. de C.V 
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SOLE MANAGER 
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March 27, 1997 
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Philippine Long Distance Telephone Company 

Affinity Group Holding, Inc. 

US$200,000,000 US$300,000,000 

7.85% Notes due 2007 8.35% Notes due 2017 

) 

11% Senior Notes due 2007 


JOINT LEAD MANAGER 
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THE POWER TO LINK ISSUERS AND 
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CITICORP SECURITIES, INC. 
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®1997 Citibank, NA. These announcements appear as a matter of record only. Citicorp Securities, Inc may have served as lead or co-lead in the above referenced deals. 
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Bancaire in FFr3bn consolidation bid 


By Andrew Jack bi Fails 

Compagnie Bancaire, the 
specialist French financial 
services group controlled by 
Paribas, yesterday launched 
a FFr3bn ($525mJ hid to buy 
out the minority investors 
in two of its partly-owned 
subsidiaries. 

The friendly takeover - 
which covers Cardif, a Ufa 
assurance and investment 
group, and UFB Locabail, a 
lender to the small business 


sector - represents an 
Important consolidation in 
France's financial services 
sector. 

Compagnie Bancaire has 
offered FFr900 for each of 
the JUm outstanding shares, 
representing 39.4 per cent of 
the capital, in Cardif, and 
FFr600 each for the L6m out- 
standing shares in UFB 
Locabail, representing 27.5 
per cent 

Mr Philippe Wahl, deputy 
managing director of Com- 


pagnie Bancaire, said: "This 
is a win-win situation. It 
gives us more flexibility In 

OUr financial manag ement. 

and greater freedom to dis- 
tribute our capital and 
increase profits, while offer- 
ing a good price for the 
minority shareholders." 

He stressed that the group 
had sought a fairness opin- 
ion from the specialist advis- 
ers Associfis en Finance, 
which placed a valuation of 
FFr825-FFr871 a share on 


'Cardif and. FFr503-FFr662 on 
UFB LocabafL Those values 
represent a premium to the 
average quoted price over 
the past three months of 26 
per cent and 13 per cent, 
respectively. 

If successful, the hid will 
allow the group to consoli- 
date fully the results tram 
the two subsidiaries, which 
are highly profitable, in part 
to compensate for the heavy 
losses been from provisions 
in its property activities. 


Mr Wahl said the acquisi- 
tions would help accelerate 
Compagnie Bancaire'Bobjec- 
tive of achieving:, a #5. per 
cant return oh equity- "as 
soon as possible?.. He^ said 
further Acquisitions - could 
follow, butf file group consid- 
ered It ros best; to launch 
takeo version ^two tiqmpa- . 
nies which are solid ind in 
which we have confidence”. 

To finance the opcfBitan, 
the group plans a preferen- 
tial rights issue of up to 


Anglo backs JCI-Lonrho merger 


By Mark Ashurst 
In Johannesburg 

Anglo American, the South 
African mining giant, yester- 
day expressed support for a 
merger between mining 
house JCI and Lonrfao, the 
UK-based conglomerate, but 
denied it was the architect of 
the deal. 

Mr Julian Ogilvie Thomp- 
son. Anglo chairman, said 
the proposed merger 
"seemed to us to make 
sense. JCI lacked critical 
mass, and Lonrho needs 
more technical people, who 
are here in Johannesburg”. 
But he denied that the plan 
had been devised by Anglo 
as a means of acquiring Lon- 
rho's 33 per cent stake in 
Ashanti Goldfields of Ghana, 
the lowest cost gold pro- 
ducer in Africa, in exchange 
for its stake in Lonrho. 


Anglo is the largest share- 
holder in Lonrho, with 27 
per cent, and retains an 
effective 18 per cent stake in 
JCI. 

Last month, it was ordered 
by the European Commis- 
sion to reduce its holding in 
Lonrho to below 10 per cent 
within two years to avoid 
concentration in the plati- 
num Industry. 

Lonrho and JCI confirmed 
on May 18 they were in 
"exploratory” merger talks. 
The deal would create an 
international mining group 
valued at about $3bn. Anglo 
is prepared to cancel its 
stake in Lonrho in exchange 
for the UK group's holding 
in Ashanti. 

Mr Ogilvie Thompson said 
the merger was the brain- 
child of Mr Mzi Khomalo, 
JCI phairmaw who led a con- 
sortium of black investors 


which bought a controlling 
stake in JCI from Anglo last 
year. 

"I want to dispel any idea 
that we are running this 
thing," Mr Ogilvie Thomp- 
son said. "The idea of swop- 
ping our Lonrho shares for 
Ashanti came from the Lon- 
rho side, not from us.” 

It is understood that Anglo 
had earlier offered to buy 
the Ashanti stake. Lonrho 
said last night "We are not 
sellers of the Ashanti stake, 
but if somebody offered us a 
price that was In the inter- 
ests of our shareholders, we 
would have to consider it.” 

The proposal is fiercely 
opposed by Mr Tiny Row- 
land, Lonrho's founder and a 
si gnifi cant shareholder. 

In a circular to sharehold- 
ers be insisted: “JCI needs 
Lonrho, but Lonrho cer- 
tainly does not need JCL" 





Julian Ogilvie Thompson: plan seemed to make sense 


/ur of these securOos having boon soft* Ms advertisement appears as a matter of non/ arty 


$1,140,000,000 


5f Santa Fe International Corporation 


40,000,000 Ordinary Shares 

(par value $001 per share) 


8,000,000 Shares 


77* potion at the offering ms offend outsfcfe he Unted States by the undesigned. 


Goldman Sachs International 


Credit Suisse First Boston 


Merrill Lynch International 

Morgan Stanley Dean Witter 


ABN AMRO Rothschild Banque Nations ie de Paris Commerzbank Aktiengeseilschaft 
Daiwa Europe Limited Feamley Fonds A/S Gulf Investment Corporation 

The National Bank of Kuwait SJLK. NatWest Securities Limited Securities Group Co. - Kuwait 


32,000,000 Shares 

77»s portion of tf» otfatng hub attend In the Untied States by the undsrsbnsd 

Goldman, Sachs & Co. 

Credit Suisse First Boston 

Merrill Lynch & Co. 

Morgan Stanley Dean Witter 


Donaldson, Lufkin & Jenrette A.G. Edwards & Sons, Inc. Oppenheimer & Co., Inc. 

Securities Corporation 

PaineWebber Incorporated Salomon Brothers Inc Wasserstein Perella Securities, Inc. 


Oppenheimer & Co., Inc. 


Simmons & Company Advestjnc. Robert W. Baird & Co. Crowell, Weedon & Co. 

International Incorporated 

Jefferies & Company, Inc. Johnson Rice & Company LLC. Edward D. Jones & Co., L.P. 


Advest, Inc. 


Crowell, Weedon & Co. 


Principal Financial Securities, Inc. 
Scott & Stringfellow, Inc. 


Rauscher Pierce Refsrtes, Inc. 
South coast C apital 

Corporation 


Sanders Morris Mundy 
Stephens Inc. 


FFri&xu, in which its parent 
Paribas will fully take up its. 
subscription rights. It made 
a commitment to maintain- 
ing Its BIS Tier One solvency 
ratio, ‘at equal to or greater 

than 2 0 per cent. 

Mr Wahl declined to com- 
ment on .whether discussions 
.were ..under way with Pari- 
bas; ‘ -.which recently - 
increased its stake to just 
over .50 pey cent, to buy fur- 
ther shares in Compagnie 

BancakiA. 


Denmark 
set for 
further 
telecoms 
sell-off 

By Hilary Barnes 
in Copenhagen 

The Danish government 
intends to sell "all or part” 
of its remaining 52 per cent 
of the shares in Trie Dan- 
mark, the former monopoly 
telephone services provider, 
according to Mrs Jytte Hfl- 
den, minister for research. 

Mrs HU den, who is a mem- 
ber of a minority govern- 
ment said she would initi- 
ate negotiations concerning 
the sale of the state’s shares 
with the parties represented 
in the Danish parliament 
this autumn. 

A large international pri- 
vatisation share issue in the 
spring of 1994 raised 
DKrl9.5bn («2.9bn at the 
then exchange rate), when 
Qie issue price was DKr310 
a share against yesterday's 
dosing price of DKr344. 

Since the 1994 privatisa- 
tion, Tele Danmark - has 
made strenuous efforts to 
diversify internationally. It 
has stakes in several cellu- 
lar network operations, 
mainly in eastern Europe. 

In 1995. it acquired a 16 
per cent share in Belgacom, 
the Belgian state telecoms 
group, and it is competing 
in the Swedish telephony 
market through Telenordia, 
a company jointly owned 
with the UK's BT and Nor- 
way's Telenor. - 

By the autumn, an analy- 
sis of the company, commis- 
sioned by the government 
earlier this year as back- 
ground to a possible share 
issue, will be available. It is 
being carried out by Den 
I Danske Bank and 
N.M. Rothschild & Sons. 

Mrs Hilden's statement 
follows the recent comple- 
tion of legislation liberali- 
sing the telecommunications 
business and opening it up 
to competition. The Danish 
legislation was finally 
enacted this month, some 
six months ahead of the 
planned deadline for liberal- 
isation of the EU market. 

"Now that the legislation 
is complete, it is natural to 
take up the issue of the 
state's ownership of the 
shares,* said Mrs HTlden. 

Last year Tele Danmark's 
profits slipped from 
DKr5.45bn to DKr5.06bn 
(8770m), a consequence of 
heavy marketing costs for 
the domestic cellular opera- 
tion. Earnings per share slid 
from DKr26.6 7 to DKr23.69, 
on turnover ahead from 
DKrldbn to DKr23.3bn. 

Total assets at the end of 
last year were DKr47.lbn, 
with share capital of 
DKr27Jbn. 



an the frai^wmk^^fr'strid^CjMxtrwrship. These are 
now likely to be completed by the and of ’July, when the 
two banks are expected to sign a formal agreement to 
establish a nsw~ holding company. This will control the 
banking activities of both Cariplo and Aznbroveneto. The 
two groups also plan to float 30 per cent of the new 
holding on the stock market. Paul Betts, Milan 

Credit Lyonnais shares soar 

Shares in Credit Lyonnais, the state-owned b ankin g 
group, reached a peak for the year during trading. . 
yesterday at FFr317 on the batik of reports of improved 
profitability for 1997. 

Credit Lyonnais is expected to Increase operating, 
profits significantly in 1997 over the FFr-L5bn f$773m) 
achieved in 1996. in the write of cost-cutting and improved 
business prospects. However, the French newspaper La 
Tribune suggested that the bank would report net profits 
of more thanFFr2bn ahead of a special dividend to the 
French government negotiated in its rescue package, 
which would reduce the final profits to FFrL5bn. 

Andrew Jack, Paris 

Hungarian oil stake sold 

MB Petroleum Services, an Omani-registered company. 
has submitted the muning Wd for a 90 per cent stake in 
the Hungarian oil company Szolnoki Koolajkutato Rt 
(Szolnok OR Research), APV, the Hungarian privatisation 
agency, announced yesterday. MB Petroleum offered 
$1459tii, or 97 per cent of- nominal value, for the stake and 
has 30 days to finalise the deal APV officials gave no 
information on the Omani company. - 

This is the third attempt at privatising Szolnok Oil, and 
follows an aborted bid by Arhangelsk Gelogia, the 
Russian company, last year. Szolnok OR has 800 
employ eesand'bad profits of Ft200m ($i.07m) last year on 
turnover of Ft0.4biL . . Kester Eddy, Budapest 

Saint-Gobain sees record 

Saint-Gobain^ the French glass and building materials 
group, expects to report the best results in its history this 
year, according to Sir Jean-Louis Beffa, chairman. 

Sir Beffa told shareholders at the company's annual 
meeting that the group should record 1997 net profits 
“significantly higher" than the FFr43bn ($733m) achieved 
the previous year. "I can assure you that your group will 
produce in 1997 very dearly the best result In its history.” 
he said. Mr Beffa said that while January and February 
had been bad, the company had seen a clear improvement 
in March which had since been confirmed. Europe in 
particular was showing signs of recovery, he added. 

David Owen, Paris 

Pechiney to absorb subsidiary 

Pechiney, the French aluminium and packaging group, 
intends to absorb its 978 per cent-owned Pechiney 
International packaging unit by the end of this year. 

The company also predicted first-half operating profits 
"close to” the FFrl.47bn (1252m) posted in the. same period 
or 1996. It said this remit would be helped by a gain on 
April's sale of a 37.7 per cent stake in Le 
Carbone-Lorraine , a carbon products business. Pechiney 
said at the time that it expected this sale to yield a net 
gain of about FFiSOOm. It said second-half operating 
results should show "dear progress” from year-earlier 
levels. David Owen 

Argentine stake for Peugeot 

Peugeot, the French carmaker, has agreed to take a 
minority stake In Sevel Argentina aB part of its push into 
Latin America. The company, a division of 
Peugeot-Citroen. will initially take 15 per cent of Sevel, 
controlled by Argentina’s Macri group, as part of a capital 
increase. It plans eventually to raise this stake to 23 per 
cent. The move has been widely expected since April, 
when Mr Jacques Calvet, Peugeot-Citroen chairman, said 
the group might take a small Sevel sh^ rebnMrng . 

David Owen 

Philips plans £500 CD recorder 

Philips, the Dutch consumer electronics group, plans to 
launch an audio compact disc recorder with a retail price 
of about £500 (S833m) by early next year. CD recorders 
have been available for some time, but until recently the 
prices were so high that they tended to be bought far 
professional use within the music Industry or for 
computing. Prices have fallen dramatically In recent 
months, and it is now possible to buy basic recorders for 
as little as $500 In the US, and about £500 in the UK. 

' Alice Rawsthom 


June 1997 
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CAISSE CENTRALE DES BANQUES POPULAIRES 

I Caisse Centrale de& Banquet Populaires. die central banking, financial, 
and technical support aim of France’s Bang ues Popolaircs Group, has 

I diversified expertise in ihe areas of banking and finance. It is ni<i> a 
full- service bank and a financial holding company, controlling a 
network of specialized subsidiaries that are active players in their markets. 

| The Caissc Central c operates primarily in four areas: financing and 
corporate services, capital markets, asset management, and services for 
ban ks an d financial institutions. A driving force in the modernization of 
the French banking industry, the Caissc Central c puts its expertise to 
work for [he individual Banquet Populaircs and for its clientele of 
corporations, financial institutions, and institutional investors. 



CASTORAMA 


France: 132 DIY Stores 
and 7 Builders' Madurai 
7 DIY Stores 


Italy 
Germany: 6 
Belgium: F 
Poland: ! 
Canada: 1 1 


With its recent acquiskions m Italy and in 
Canada, when it has bought Reoo-DcpOt. 
Castonuna expects lo achieve group 
turnover of FF21.B billion metoding VAT 
in 1997. The c ompa ny continues p pursue 
its growth targets, and plans to open new 
stores hr France anl abroad, particularly in 
Poland and Brazil. Casunama expects to 
invest route FF 1 A billion during i 997. 
CASTORAMA - Investor ReJatioas 
59l76TEMPL£MARS-TeL.-+333281675II 


DIY Stores 
DIY Stores 
DIY Stores 
DfY Stores 
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COLAS 

The world’s leading rood construction and irnifritmaunr company 
In 1996, the slowdown recorded oo the French market place was countered by 
extents! growt h rndnaarario ml busines s. Wit h ade smd re vrauio^mo mmfig 

400 million francs for a cash flo*?of?Q53 million franct* ^ 

Some of the highlight* of 1996 are the acquisition of Screg and the 
reinforcement ofmicroanonal activity in Ireland, Germany and Hungary fora 
total of 8 hdlioo francs. In 1997, the additional 5 btflioo francs brm^frr m with 
Screg ‘s turnover will limber strengthen Colas’ business position m F ra n c e, 
while on-going inremational dev el op ment will allow for improved eqniUbrinm 
between me two sectors. Sales and revenues are ex p ected to tool more than 25 
billion French francs. 



EMC GROUP 

EMC is an agro-chemical group, 
fts three main activities arts 

• Chemicals, with organic, inorganic and fine chemical speciality products 

• Animal feed and health 

■ Pota&h and fertilizing specially products 

Industry of environment and hazardous industrial wastes treatment 
complete die Group's activities. 

Consolidated 1996 Sales: 18 billion French Francs 

Quantum of the Executive Board: Bernard Psvhe 

Main subsidiaries: Tessenderlo Chenue. Sanders, TREDI, SPCA, 



CAISSE DES DEP6TS ET CONSIGNATIONS 

1996 cMSoJhbfcd net Income doubles. 

Solid performan c e in tnariua-drivm aojvun; CDC Marches tune in mens matte 
m capital markets; CNP reinforces as ieaderdup in hie insurance: C3D confirms m 
profitability. Renewed support to Prance's general ntont programs: ump funds 
ma nn g cro eni and public bousing financing, lafcan and rural devekipmeiit support. 
adtmmMrauon o( public reiimnem program*. equity financing in medium-surd 
companies. 

CWar dci Dtptts Group cuauiliWcd balaacr sb«el Mull FF 842.7 bBAtm 
Coasaiidalcd net Itowc. Grmp stiarc: FF 4J> bOho 
Ctarf EocUln Oncer PMRpfw Upyiih 
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CLUB MEDITERRANEE 

Club Mediiemmce. the world’s leading operator of vacation villages, 
enjoys a unique position in the tourism industry, 
h has, furthermore, instituted a vast mortc mi/ a ii on program on several 
levels, whose objective is to improve its commercial performance, 
continue adapting its product to current market conditions and make its 
internal operations more efficient. 
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CREDIT NATIONAL-BCFE GROUP 

(Naiads) 

In 1996, a new banking group was c reated that resulted from the 
integration of Crtidii National and BCFE and focuses oo corporate diems. 
Under the name Naiexis, this group now offers all the products and 
services required by a corporate, operating in France or internationally. 

Key consolidated figures (at December 31, 1996) 

Total assets: FRF 288 billion 

Solvency ratio: 9 3% 



ERAMET GROUP 

Bramet, x Reach mining and metallurgical group, openaes on lntmnbanal rackets 
in 3 activities: 

• Nickd- with its large deposit* in New Caledonia. Emmet is the western world's 3" 

targea mckri pwhioer add Ihe world t leading producer of fe n opte k el. 

• Hijt/I sprrdturisr tee Ugh value-added special suets are u*d in the manufacture 
of cutting tools. Eramtx it the world leader in this activity. 

• Uangonae: through its 46% shareholding in Contilog (61% In Julyl997). 
Enron is one of the world's major producers of manganese. 

After 2 years of vigorous growth and anting cash now. consolidated turnover 
readied FRF 3.9 Wukm m 1996, excluding Comilog. 

Brunet's strategy is to develop la 3 ucrivwei by applying in know-how in 4 areas: 
nHmng. roctallurKiciiI processing, worldwide marketing of industrial products, and 



CARBONE LORRAINE 

CartKme Lorraine it an uvJmtrul group tpecuhacd in etemial cncnpoucnt*. 
hmshci for elecun rWiii. pcrmaarai rrajnri', sad dramai p-nei-iMn It hj> 
■Imi developed agraphiie tprculii} alniii 
1 99b was marked Iw - 

■ i Orung growth in lumovcr i to. , .l b>duin FRFi and j MyiufK^n 

impmsctneni m ihe ppemlcijr cvorai ■ 

■ a comidrrahlc merr-xj: m the -Jun- ftvc • ’.V' V.capiiatr^U'-n osrr 
2J>Mln<n FRF' 

The group intends (u contUMr u improve us pnkWinitv. [,'tUKvi. It. 

lender and de» chip its erewib jMrntial dm <i^b the gepgra^rui) cipanuun via-, vain 
and -.pccifiv' aequo iiksp- In 1‘M'. ihe m'<.*ifi£uraii.w ,>i ihe eapiul i rc--ul:inj- li.mt 
ihe mIt hi Prthincv of it. 3“ i*i iiakei led lo an mcreaie m tiun-hiiitiiig mined 
h) the public » Inch reached Trr. or the rial 



COFINOGA GROUP 

CONFTNOGA, which specialise* in consumer credit, and is ihe French 
market leader in private label cards, increased production b> 
in each of its mam areas of business: cards, personal loans and 
instalment credit. 

Ftoanriiil nsahs in IVcemher Ho. 1996 IaFrench francs 
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DEXIA 

Dexia, created by the merger between Cnfdh local dc France and Credit 
Communal de Belgique, is the leading European banking group 
specializing in the financing of public infrastructure. The group is 
focusing its development on the following core businesses: public 
infrastructure and financial services lo local authorities, commercial 
banking and asset management. Dexia ranks among Europe's 26 leading 
banking institutions. 

• 1990 cimbtard art incut v: FKFJ2 Mhon £iin> 050 M/mu 

• 1996 Toial aura: FRF lJOOhtllion Eup/TUMIkm 

• Total iapoal Owe: FRF dfl.8 hJQusn Ejut- 75 WJhw 



ERBDANIA BfiGHIN-SAY 

Thanks to the systematic research of new industrial outlets for agricultural 
products and lo the permanent development of quality, the Group irarKfam* 
the earth’s bounty into the ingredients nf life, b bolds leacfcnbip positions 
which place it among ihe major player* m the world's, food industry. In 1996, 
Eridanii Beghin-Say boosted cousolidaied net sales of approx imaicly 
FF 56 billion, wish staff totalling 19,400 people, m mote than 25 countries. 
(FRF million) 1996 

Net Sales 54,978 

Opoaung Income 3,752 

Nd Income Group Share I^q 



CASINO GROUP 

Wilh 55.1W i-ii>rti*ri". ami FF ’s Mlhm m sales. W ot which i, gencratr 2 ^ . 
irUilutf. ihe L'miu' tiinup n a Ic.vtme French pla*er ui die aw! iMtwn tn : 
France. Hhrie rjiin» eencrab'* 9m; ot ii* sale* *«ilumc». the Croup hj, , 
tvwlilnl Inuniii vriulilitc K «ill«inf nmumcn Itmre wine tomuH aJaprrJ t.« 
kv'jl nerdi. wilh 1 111 C,uh! litivmwli'fi. •ki T t'aiio- 1 ntpctnuikeri xx 1 2.25s 
Pi-iii i wiii, 1 lumrniniLC %l,iri. OniaiUe I rjiue. the CriHip is stepr 111 :: “? 
Jcicliifiimil Kitli m flic I S. \ia its suh.iiliarv Smart fk Final ttbuh in»:iair- . 
PJ i Ash- ami-; am istitcis tfiie ut uhK h arc teemed m Mexico i arc! in PoUrd 
is here the first iie.inr liipemutirl was .rjoicJ in Nmentbei IVIn IllSRUlk e-a; 
npeiMin is a pn, win li< tlr C a- iii>* t »uhltK 'ChfJubl iipemns of sex fr. 

hiycmudcts .mi [mi’s/s. t-wa uilInLiiid nio m Tjium jnJ one in l Hi :ua) i 
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TOCEMA 


COGEMA 

The COGEMA Group specialises m the nuclear fuel cycle: U n active 
throughout the world in all Us aspects, from ore prospecting to spent fuel 
reprocessing and revs cling, including all opera wm* associated with nuclear 
fuel fabrication, as well as design and conxiruciion engineering for tire 
concspnndmg msiallaiums. With ns subsidiaries and other holdings, it has a 
large shore ot the market fm printin'!! and sen kcs connected with nuclear 
energy 1 and. nuisiric the nuclear field, provides engineering and services tn 
other industries. The cnnuilidaied sales revenue, which amounted to 
FRF 30.6 bilbrm in 1995. reached FRF 34.4 billion, up 1 2J>’< . The nei result 
iGrotqi share i amounted m FRF977nnDiore a stable figure cranparaMe to the 
previous financial year. 
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EIFFAGE i 

Eiflagc ranks us the Mh European construction group and operates in 
three con; sectors: Building and Civil Engineering. Road Construction and | 
Electricity through auionomou» companies each actinq for their own « 
devdopmenti At the head of a network of more than 7«l subsidiaries. 1 
particulurh- den.se in France, prehrnt also in Europe and espevialiv I 
Bclraum. Eiflagc confirms its position inicnutiotully with a number of • 
buddiitc projects mainly in Soim>-EM Asia (Indonesia. China. Mvanmarl. I 
in the Near and Middle-East (Turkey and Egvptl and m Africa iNiwria ' 
and Senegal i. * j 

• Cuiikolulaicd uimnitt FF 33.760 million I 

• Total staff: 44.027 

Presnkni and Chief Executive: Jcan-Fran^Dix ROVERaTO j 
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ESSILOR 

EshIot is the world leader in corrective Senses, generating four-fifths nf 
total sales outside France, its cottony of origin. The Group Ls also active 
in contact lenses, imonimcnls for opticians and cycgla.s» frame*. 

1996 Financial Highlight I FRF million) 

Sales 7S45 +20 f 7- 

Operaiing income 9gl +1317 

Net income 532 + 7X 

Chairman and Chief Executive Officer. Xavier FONTANET 
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The Financial Times Annual Report Panel Service is appearing on 24, 25, 26 & June 27 1997 



Please send me these Annual Reports: fib m boxes tB<e m 


65. □ CAISSE CENTRALE BANQUES 

66. □ CAISSE DEPOTS 
■67. □ CARBONE LORRAINE 
68.0 CASINO GROUP 


69. □ CASTORAMA 

70. □ CLUB MEDITERRANEE 

71. □ COFINOGA GROUP 

72. □ COGEMA 


This service is free to readers of the Financial Times 
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76. □ EIFFAGE 80. □ ESSILOR 
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T he world of German 
television proved fills 
week that events 
behind the scenes are often 
more gripping than those 
displayed cm screen. 

The country’s two biggest 
commercial television com- 
panies, KirchGronp and 
CLT-Ufa, finally reached a 
compromise last Sunday 
over the development of digi- 
tal pay-TV. 

The deal, which is subject 
to regulatory approval, 
marks a possible end to an 
expensive year of bickering 
between KirchCfroup. run by 
media magnate Mr Leo 
Kirch, and CLT-Ufe, which is 
50 p er cent owned by media 
group Bertelsmann, as both 
sought to grab pole position 
in the new frontier of broad- 
casting. 

Under the terms of the 
deal, which was brokered by 
politicians from the states of 
Bavaria and North-Shine 
Westphalia - two of the lead- 
ing media locations in Ger- 
many - Kirch and CLT-Ufa 
will develop digital pay-TV 
around Premiere, an anal- 
ogue mHypf tinn rihatmri in 
which both have stakes but 
where CLT-Ufa has manage- 
ment control. 

Kirch will supply Premi- 
ere, which will move over to 
digital, with popular US 
films and television pro- 
grammes. In return. Premi- 
ere's L5m subscribers iumb 
that Kirch can meet sub- 
scriber number guarantees 
given to Hollywood studios 
in a DMlObn ($&8bn) rights 
spree last year, which wffl 
give Kirch the rights to 80 
per cent of US movies, begin- 
ning in 1998. 


hi a third important ele- 
. ffumt at the deal, Kirch and 
CLT-Ufa also agreed to allow 
Deutsche Telekom, the par- 
tially-privatised telecoms 
company, to administer the 
decoder technology required 
far the reception of digitally- 
transmitted signals. 

The deal appears an ideal 
compromise. According to 
Mr Friedrich Schellmoser, 
media analyst at Hypo Bank, 
it offers all parties some- 
thing: "Everyone is a win- 
ner." 

For Kirch particularly, the 
deal offers a welcome respite 
to growing financial pres- 
sures on the privately-held 
company. 

In addition to the sp ending 
commitments Tnrufa to Holly- 
wood, Kirch spent heavily to 
launch DF-1, a digital 
pay-TV network. Investing 
in decoder technology and 
placing orders for “d-box" 
decoders. 

But DF-1 has so far proved 
a flop, attracting only 30,000 
subscribers. According to Mr 
Jan Mojto, a Kirch board 
member, DF-1 is costing the 
company about DMlbn a 
year. 

Attempts to spread the 
burden by attracting an out- 
side i nv es t or in the form of 
British Sky Broadcasting, or 
through further h»»k loans, 
have also failed. 

CLT-Ufa may not be facing 
such immediate financial 
problems, but it too needed 
to reach a deal to save Its 
interest in Franiere, where 
it holds a 37.5 per cent stake. 
Over the past year Premiere 
has been growing robustly, 
but the medium-term future 
far the network looks more 





worrisome. The rights to key 
sporting events, such as Ger- 
man league football, are 
coming up for renegotiation 
at the same tire** as Kirch's 
lock on US movies Is due to 
take hold. 

T he deal also makes 
clear where the tal- 
ents lie in German 
broadcasting. Kirch, which 
has a background in pro- 
gramme distribution, has 
proved less able in the more 
cumbersome business of run- 
ning a network. 

This is especially true far 
pay-TV. which involves man- 
aging millions of subscribers 
and which is one of care 


competencies of Bertels- 
mann, which made its for- 
tune in the 1950s in book 
dubs. 

As Mr Michael Dome- 
mann , head of Bertelsmann's 
enter tainm ent division (in 
which the company’s CLT- 
Ufa stake is grouped) points 
out, K was not tor nothing 
that the company chose Mr 
Bemd Kundrun, who came 
from the book dubs, to head 
Premiere. 

Outside Germany, last 
Sunday’s deal could prodace 
a significant shift in the Ital- 
ian pay-TV market. To real- 
ise their ambitions for 
Premiere. Kirch and CLT-Ufa 
will have to buy out the 


third shareholder. . the 
French group Canal Plus, 
which holds a 87.5 par .cent 
stake. 

Many believe, this .will 
probably be -achieved by. 
Canal Plus taking all or part 
of Kirch's stake in Telephi, 
an Italian pay-TV ne t wre k far 
which both companies cur- 
rently own 45 per cent - 
: For Mr Dbmemann, the 
digital pay-TV deal is just 
part of his eEtorts-to bring 
clarity to CLT-Ufe’s German 
television - interests, as a 
whole. 

"The marketis clogged up 
at the moment We need to 
see clarity," says -Mr Dome- 

Tnnnn * 


- His particular concent 
' -now is free-TV, which domi- 
nate^ ' the German market, 
Ic^ertngviewersabout 30 dif- 
ferent channels. Even with a 
solution In dlgital : pay-TV, 
MrDctnaQianp, says free-TV 
:wfil?cc*rttuafl 3b account for 
file bnBfaf business over the 
XjextlO ywtis, - f - 
CLT-Ufa's free-TV activi- 
ties in Genhapy are both a 

source of strength and con- 
fusion. The BTL channel, in 

- which tte . grqup haa an 89 
. pear cent stake, Is. Germany's 

biggest network: in terms of 
audience share, and 
accounts for roughly 10 per 
cent of all CLT-Ufa's reve- 
nue. But the group also 

- holds stakes of less than 50 
per cent in a series of junior 
channels - RTL2, Sups- RTL 
and Vox. - 

I deally. CLT-Ufa would 
like to - bring these 
smaller channels closer 
to the main BTL network to 
create a "broadcasting 

family ** 

Mr Helmut Thoma, chief 
executive of BTL, says that 
sudLg ax ^ranggment would 
notung^Paferate significant 
cost 'savfogA' but would also 
allow i/pijQg^ajmming to 
be- planned across networks. 
-While CLT-UId's ambitions 

them has 

proved^ntiftcuB^The other 
.shareholders in the smaller 
■ BTL channels, which include 
Disney and TeleMQnchen, 
have made any sale of their 
shares conditional on prices 
or conditions — such as 
. equity. stake* in the main 
holding company - which 
CLT-Ufo says are unaccept- 
able. 
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Lower financial costs help Danisco advance 12% 
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By Hflary B a rn es In Copenhagen 

Annual pre-tax profits at Danisco, 
the Danish food and beverages and 
packaging group, advanced 12 per 
cent from DKrLfflm last time to 
DKrl.78bn (3271m) in the year end- 
ing March 31, as ***** financial costs 
declined ami operating profits 
climbed. 

Operating profits were ahead 9 
per cent from DKrl.79bn to 
DKMA5bn on sales up 5 per cent 
from DKrl&lSbn to DKrl7.0Zbn, of 


which some 72 per cent came from 
outside D enmar k. 

Redemption of a convertible 
band last year was the main factor 
hphfnrt a reduction in net financial 
costs from DKH92m to DKrl63m. 

The performance was in line 
with expectations, but the share 
price ended the day at DKr420, a 
fall of DKriL Analysts b lame d the 
slip an the group’s forecast that 
pro fi ts will grow more slowly this 
year. . 

The board proposed an increase 


in the dividend of 19 per cent, to 
DKr5 a share. 

Last year was the final one 
und er the managemen t of Mr Palle 

Marcus, in charge of the group 
since it was formed by the merger 
of Danish Sugar. Danish Spirits 
and Danisco in 1989. He was suc- 
ceeded on May 1 by Mr Alf Duch- 
Pedersen, formerly chief executive 
of insurance group Trygg-Baltica. 

Sales and operating earnings in 
the group's largest sector, beet 
sugar production^ in Denmark, 


Sweden and Germany, increased 2 
per cent, with sales up to . 
DKr6.41bn and profits to DKi996m. 
Production increased from 922,000 
tonnes to 1.04m tonnes. Results in 
the current year are expected to be 
in line with last year. 

The packaging sector’s sales rose 
5 pot to DKr5.23bn and operating 
profits rose 4 per cent to DKr459m. 

The food ingredients division, 
which produces enzymes and .fla- 
vourings for the food industry, 
the year's strongest perfoiffifi^' 


with sales ahead 12 per cent to 
. DKr2.69bn and operating profits 
ahead 20 per cent to DEr42&n. A 
further "considerable improve- 
ment" is expected this year. 

At the food and beverages divi- 
sion, which Includes snacks, n n mi 
vegetables and production of akva- 
vit, the Danish national spirit 
drink, sales were ahaari s per cent 
to DKriLflihn and operating profits 
. ahead 4 pot cent to DKr208xn. Com- 
•jpetttlon was intense, particularly 
ItrGermany. 


Invitation to participate in wireless spectrum auctions 


' i 


I Comision 
Federal de 
Telecomunicaaones 


Comision Federal de Telecomunicaciones 
de Mexico 

The (Jarmimcnt of the L ruled States of Mexico , advised fay J.R Morgan Securities Inc., 
is -seeking national and international investors to participate in wireless spectrum auc- 
tions for Personal O»nim<mications Services (PCS) and Wireless Local Loop (WLL). 
The auctions are organized by Mexico's Comisidn Federal de Tefecomunicadones 
(“COFFTEL") unrl will Ik* conducted tl trough simultaneous multiple rounds. COFE- 
TEL calls upon interested parties to begin the qualification process for the auctions, 
interested parties 

will receive an information package, may conduct on-site due diligence and may bid 
in the auctions. COFETEL is the Mexican Federal Telecommunications Commissoa, 
regulating all issues pertaining to telecommunications in Mexico and is responsible for 
administering and managing the electromagnetic spectrum. 

Personal Communications Serrices (PCS) and tireless Local Loop (FPLL) Auctions 
Available frequencies: 1850-1990 Mhz. 3.4-3.7 Chz. 440-450 and 485-^5 Mhz 
Key dates: Auction terms published June 30, 1997; Bidders submit qualification 
documents September 17-19; Bidders notified of qualification October 6, 1997; 
tactions begin October 20. 1997. 

The attention of interested parties is drawn to the foOtiwing features of the auctions: 

■ Interested parties must register their interest with COFETEL at Bosque de 
Kadiuta* #44. Bostjues dc las Lomas, Mexico, D.F CJP. 05120 Td^ihone: (525) 
261-4150. (525l 261-4154 Facsimile: (525) 261-4169 

* Bidders must fill out a qualifications form provided by COFETEL and submit a 
minimal bid bond, based on the number and type of licenses for intended bid 

• International investors ain participate on the toms established by the Federal 
Telecom muni ait ions Law of 1995 

Parties interested in participating in the auctions should make a written request 
fur information m: 

J.R Morgan Securities Inc. 

Attn: Philip Weymouth. Vice President 
60 Will Sum, New York. NY 10260-0060 
Fai%imile: (212) ri+S-5218 


Notice to the Bondholders of 
Finance One Public Company Limited - 
Subordinated Convertible Bonds 
US875, 000,000 - 5.75% due 2003 (ECD-I) 
US$120,000,000 - 2% due 31.8.2001 (ECD-II) 

(“Tbe Co mp any” and The “Bonds” respectively) 
NOTICE IS HEREBY GIVEN ro the botden of tbe 
outstanding Bonds of Finance One Public Company Limited 
(the “Company”), in accocdance with the tenns end 
conditions of the Bands, tbe Company has offered a rights 
issue (828,238,784 ordinary shares with par value of Baht 
10.00) to shareholders whose names appeared on the share 
r egi s tration book on 9th June, 1997 it the ratio of 2 new 
shares for 1 existing share at the p ri c e of Baht 7.50 per share. 
As a result of tbe rights issue, tbe conversion price of the 
Bonds have been adjusted as follows with effect from 4th June 
1997: ECD-I has been adjusted from Baht 56.30038 to Baht 
25.58699 and ECD-II has been adjusted from Baht 178.20 to 
Baht 80.98705. 


Finance One Ptdrfic C ompany limited 
Jmc 2ft, 1997 


CTTIBANi © 


Thv Fi'.OACi'ni Tii?*.*-. .*» 5>jrvcy 01 

Mauritius 


on tVlondriy, September IS 


For further information, please 
contact: 

Gareth Jones 
Tel: 4-44 171 873 3238 
Fax: 4-44 171 873 3595 
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NOTICE OF 1997 ANNUAL GENERAL 
MEETING OF SHAREHOLDERS 

The Annnal General Meeting of Shareholders of Alliance 
Interna tio nal Ifedroology Fond (the "Fund~j will be held at 130 
pm. (Luxembourg time) on Friday. July 25. 1997 at the offices of 
ACM Fund Sendees S.A^ 35. boulevard Prince Henri, L-1724 
Luxembourg for foe following purposes: 

1. To approve the annual report incorporating the auditors’ report 
and audited financial statements of the Fund for the fiscal year 
ended March 31. 1997. 

2. To discharge the Directors with respect to the performance of 
their dudes during foe fiscal year ended March 3 1 , 1997. 

3. To approve tbe payment of a dividend of US S .10 per share 
payable to shareholders of record on July 25. 1997. 

4. To elect the following persons as Directors, each to hold office 
until foe nett Annua) Meeting of Shareholders and until his or her 
s uccesso r is folly elected and qualified: 

Dave H. Dkrvlcr, Chairman 
John D. Carifa • 

William H. Henderson 
Hiroyulti IcfaOti 

YvesPmssen . i 

JofrnM. WUUamf •'£' . - 

5. To appoint Etna Jfcfefcag as, independent auditors of foe Fund for 
foe forthcoming fiicdyear: : /■ -. 

6. To transact such. afoerbnrmeto as mqy properly fonne before the 

meeting. J - f 

The Annual Gena^Weoi^ tf lbarelKiIdcra of the Fund will be 
followed by an ExtrafodbraKy General Meeting of shareholders for 
foe following purpose :. -- 7 

I. Tb approve foenabange’rf’lhe name of the Fond from AUianoa 
International -Technology Fund id ACM Intenutiofn] 
Technology Fond and to amend article 1 section 1 of the 
articles of tac p qxnarion fcoonfingly. 

Shareholders are advises! tfutf’no quorum is required for the Annual 
General Meeting aDdresduiiQBS wfll be passed by a simple majority 
of the votes cast. ?£.*.“ " 

For the Extraordinary General Meeting of shareholdexs, a qu orum of 
50% of the shares on tia p ft d r fay it regained arid foft resolution will be 
cast by a majority of T/ji-o? foe shares represented at foe meeting, 
ff tbe quorum is notrlfoidied,'it |s expected that a further meeting win 
be convened at which no quorum will be required. 

Only shareholders of record at the dose of business on July 23. 1997 
are entitled to notice at, and to vote at, the Annnal General Meeting 
of Shareholders and at my adjournments thereof. 

By Order of foe Board of Directors 

June 30. 1997 

Dave H. Dievler • 

Director 


BANQUE NATIONALS 
DEPAWS 

P rogr amme for the Issuance 
of Debt Instruments 
USD 100,000,000 
Sub Floating Rate 
Notes due 2006 
Series N° 98 Tranche 1 

Noticed hereby gventh* the rate 
of intmti for the period from 
24, 193710 Septerrber 23, 1997 
has been fixed at 6.0312S per cent 
per anum. The cak^Mn amenst 
due far this period is USD 15246 
per denomination of USD 10,000 
and USD 1 .524 .57 per denomi- 
nation of USD 100,000 and is 
payable on the interest paymeis 
date September 23, 1597. 

~3 The Fiscal Agnrt 

mTIy bnp 
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Commerce Asset-Holding Berhad 

( Company No. 50841-W) 

(Jtnc or piorated in Malaysia) 

Notice to tbe HoMn of ESDUMNSN U6 Per Gent Unsecured Coavertihk Booth 
DneSOOi (the "Booifari of CosmtecceAaieMIbHhig Berhad f*CAEB** anti foe '‘Company*) 
A gu stanenfaf Oonamfip BHcc 

■ EbBouing tbe a m j ouueaai eatly foe CqmpMy mi 5 December *896, notice la berAy given that ftffltmiag foe borea 
issue of 219^5^250 new orfonary shares of RMLOOeath In CAHB at foa bash of toe UJaewonfrnmy share Arevfoy 
008 (1) mating ordinary share held ht CAHB at foDO pm on 4 June 1997 (“Barms Issue 1 *), the CksreemVoa bin of the 

Bonds has, in scmrthuieaw&h foe Tbust Deed dated 26 SettBLber 1984 conrtftntingtbaBmuto, been afoMfod from 

BM13.80 per share to RM6.78 pa Bhare with effete frwu 16 June-1997. 

Notire b father gbm that as a result 06 - 

Ca) the r^fata imoe of 129,909,890 new tmSnaiv tiaras of RMLOO euh In CAHB at an tone price ofBBlUO per 

sbare an foe haala nf one ( 1 ) new gfo na rr mare Jitrtwy fire (BlorfonarvahanMliamn CAHB at Egflo tmran 
4 June 1997 (“ RfeM* IwooTj nd 

ofG&HB 




ib) the oBer fir aale tw CQCB Securities Sdn. Bhd QfSL^Sl^TBWarTa 

atari offer price to 160 eert per WaasiAlWUUXB ax the basset or 
ordmare snares of RHL00 held In CAHB al 5d)0 pm on 4 June 19S 
each Warrant 1997)2002 entitihig the bolder to aobeoAe for ona 
CAHB ac a Bnbag^ttai price trf BMT.4B per share between 17 June 1997 and 16 March 2002; 

a farther adjustment from BM&.78 per share to HM&20 per share will t*W elBMt front 6^ Asgmt 1W7. 

Gommeree Asset-Holfoiis Berhad 
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EURISYS GROUP 

in France and around the world, the Eurisys Croup cnuinncs to help 
diems optimize their plant life cycle costs and outpace change by 
providing customers with engineering solutions and support services. 
The Group's strength in Engineering. Maintenance. Mechanical Systems, 
Support Services. Information Systems. Consulting and Sue I ear 
Measurement enable it to cover each stage in the p Em* life cycle. 

In 1996. the Eurisys Group had consoDdaimjl sales of around FF 6 billion, 
and net income of FF 158 million. 
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LAFARGE 

L^atge is one of the world's foremost producers of building materials. Tlw 
Group holds leading positions in each of its cote business areas: cement, 
concrete and aggregates, gypsum and specialty products. Active in 45 
countries and employing over 35X100 people generating sales of FRF 35 
billion. Lafarge is committed to the development of materials and the 
advancement of the construction industry by bringing greater safety, 
comfort and aesthetic appeal to our everyday lives. 

LAFARGE, MATERIALS FOR BUILDING OUR WORLD 



PINAULT - PRINTEMPS - REDOUTE 

Pirumh-Prmtemju-Rrdoutr is a hading mate-tine distribution specialist in France 
and across Europe. The PPR share ranks fifteenth on djr f^ris Bourse in term* of 
capitalization. The Group is structured in four operating divisions - Retail. 
Wholesale, International Trade and Financial Services. The central two-fold 
strategy of the Group it to marry growth sod improve profitability in each of its 
businesses. In 1996, the Group continued to invest in lu future development 
without undermining in sound financial position. 1996 c otu cUdatod information: 
Sales: FF 8QJ94 million; 

Operating Income: FF JS40 million: 

Net Income for the yean EF 2JJ65 million 
Chairman of the Management Board: Sage Weinberg 





GTM-ENTREPOSE 

CTM-EMTREPOSE uaAvauflcdcanimiamn sod nrbted services group nwahml 
in design wort, construction, end management services for industry and local 
audioribes. With operation* raotra 90 cmnxnes. GTM-ENTREPOSE now gen erates 
40% of sale* outside France and is continuing with its drive for ini emotional 
expsnslmk Apart from the building and public works sector which accounts for 
half iu turnover. GTM-ENTREPOSE u a leader in engineering cwunbaiKy. 
wadt aiil ding. mdimial projects, electrical construction and offshore activities, 
and has developed a sohaantiaj busmen in transport infrastructure eonccvtiont. 
Chairman at the hoard and Chief EutnSn Officer: J can-tools BttAULT 
Key figures: Tarnonr 1996: FRF 45L5 bUUon 
Slaffc&JM 
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LECTRA SYSTfeMES 

Set up in 1973 and publicly traded on the Second March* of the French 
Stock Exchange, the Lccna Sysiime* technology group is one or the 
world s two leading manufacturers of Computer Aided Design and 
Manufacturing (CAD/CAM) systems for the industries that transform 
fabrics. leather and technical textiles, notably those in apparel footwear, 
luggage, leather aoods. upholstery, automobile and aeronautical industries. 

— . peop le worldwide. Lectra Sy&tihnes earn* 85% of its 

; FFr928 million in 1996 - outside France, with 6.200 


Employing 1 

revenue - 

customers. 29.000 installed systems and 70.000 trained users spread over 
1996 was a year of investment which enabled Lectra 


80 countries, issmj was a year or investment which enabled Lectra 
Systemes to move into 1997 with an entirely renewed product range, a 
datmimni position in hs new market sectors and a reinforced worldwide 
presence bused on its safes and service network of 32 subsidiaries. 



PLASTIC OMNIUM 

Fifty yean after its foundation in Paris in 1947. Plastic Omnium is s European 
leader in the manoheun of engineered phene products, with operations in four core 
businesses: 

- Automotive coroponeWK bumpers, InKnunem punch end fuel systems 

- Municipal equipment sod services in the environmental and Idiure fields 

- Pu t in manct Plastics Products - 3P 

-Plastic components fur the medical md pharmaceutical industries. 


• Consolidated turnover 7 .224 million Preach francs, of which 51% is from 
outside France ■ 8.700 employees » 50 Factories worldwide, with facilities in 
20 countries on four caminma 

Qutanan ■"«< Managing nlfBctMl Jena Bundle 
Imamon in Pfasrin 
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HAVAS 

Hava* was created in 1835 and is now the world's fifth media and 
commuiricaiioos group. Present m over fifty countries. Havas operates 
through five divisions: Audiovisual (Canal*. CLT-f FA. Hava* 
Intermediation l. Communications con&ulrane} i Havas Ads eRisingi. 
Information and Publishing! CLEF Communication l. Leva! media (Havas 
Media Communication i and Travel and Leisure i Havas Tourism? i. 


1 UOfc conrolidaied highlight* i m FF million* •: 
Revenues 

Income from operation* helioe lavs 
■Non-operatup income before use* 

Net income, (roup share 


1WSIW change 
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MECATHERM 

1996 turnover of MECATHERM showed an increase of 50.3% at 
FRF 302.4 million with 78.4% mode on export. The net income showed 
on increase of 473% at FRF 42.7 million. 

MECATHERM reinforces iu worldwide leadership in designing and 
providing industrial equipment for bread production. 

After a 240% growth in 1995 and 70% m 19%. the share pnee went up 
30% during the fira 4 months of 1997. 

The Chairman. Ren* VQEGTLIN. forecasts a 1997 turnover of around 
FRF 365 million and a net income above FRF SO milium. 
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PRIMAGAZ GROUP 

The d e vctopmaa araegy followed by the Primagu Group over several yean ha* 
made them loday the European leader m liquid petroleum gas (LPGi. In the 
14 cmnricculKrefc ho* budnenacnviiie*. die Pran^pc Group control* 2 !%(*[?« 
distribution of LPG. li services 15 million borne* and biuinnsrs in Europe and 
■round the Mediterranean basin. The group intends to develop its activities in 
new countries, keeping «uch external growth under control on experienced in 
previous years. 

Key Figures (in millions of francs) 1996 1997 

Tbmover 9271 7?76 

Shareholder equity, group share 4057 3807 

Net profit, group dime 371 334 

President: MJeaOhCharles INGLE551 





IMS 

IMS is a Icdeutiiin i4 luiiuna) .inn pome- urganiwd on a human ». ala 
liumpnscvJ^MibvidiaiiesandysLipfrjiinBvrniivsdi 12 European .iiunuc-. The 
Grtitip hav developed vpevu]i*jii, , n* rm spcxifK nuiLcK and iv rcprcvcnLii in ah 
major Euri'pcaii induvtiial cnmr< X. a Lmopran icvhiu.al diiovhuiiin piup 
IMS sells, in some fills vtiumnev. spcial met allure us! product-- '■•»» the 

onn-abrasusn. anti-, nr'i’vmn am) mpmnnc market-. It- pn*h*:s .Miami; in 

France uivludrs senii-tinished plavtu priilikr-. With a uorkfsircc of nearis 
1 .200 pet sons. IMS recorded in l , i , in. a tumi-ser n| IRT -> billion and 
FRF 1 15 million iif net nwuoie. 

IM5: 35. rue du Punt. *2522 NnuUj -v Dr-.Srlor I rdrt - Frannr 
Tel: (33-1 1 41 92 W 44. Km I.W-ll 4* 24 05*1 

Internet: hnp- wsist Jms-geuup-t wn 








**t jtttSB.44.iiwf 


NORBERT DENTRESSANGLE 

N others Dciure>sjniJe is a European transport and logistic* sen ices group. 
Total 199ft payroll showed 5.IWI employee*. Nmhcrt Denirv-ssangU: 
operars a fleet of 3.200 vehicles and a w tHirhuustitg area of 4SU.UJ0 *q. 
m. The Group’* structure is divided min 2 activities: transport ret the one 
hand and warehousing and distribution on the other hand. With an . 
international network ot 75 offices Ch3 m France. 6 in the UK. I ui Italy. 3 j 
in Spain. I in the Benelux area and l in Ponupall. Norteit Dentressangle 1 
Group is today considered a major openuor in the European market of 
logistics services. 

2996 cmuolldalrd key figures: 

Turnover 2,7852 MF 

Net Resuhs: 775 MF ] 



k PROMODES 

Measured bv ihc sales gcncraicd throuch its trading networks. (FRF lt»S 
billion m 1996. 5— % increased over 1905 - USD 34 billion), ihc PromodCs 
Group ranks among Europe's icn leaders in ils business sevior. Ifs 
determined growth suatergy has targeted diversification into various 
segments of me retail food irade: Hypermmitii ■ Continent, C on linen lc 
- SupermarLetx: Champion - hntiieJ ussumneni i/rwnunr jmih Din 
• Cwnr/nemT Stores: Shttpi, Codec, 8 8 Huil, ProM - Cuxli S. Carry and 
iiuitiufionuf wMrwier: Promocnsh, Pnnlocash. Prodirest The ’rapid 
growth of the Group’s domestic business has been accompanied bv 
expansion into foreign markets; In particular. Spain. Greece. Italy. 
Portugal. Belgium. Turkey and Argentina i in 1997). 

Promadfes WEB SITE: http:/lvvww.proroodesJr 



PSA PEUGEOT CITROEN IN 1996 

Is 1996, fte PSA Peugeot OtoEo group co n firmed aa portion m the third IwgCT 
European ear numuArorrer on the paffenger earmarks ad became the European 
leader on ibe light ccmmeffwl vehicle matter. Till* year; the Peugeot and Caro*! 
car ranges were encoded to include tie new CtaoEn Saxo, the new ftsfgsssc 106. the 
Peugeot 406 autlon wagon, the new V6 engine, the Citroen Beriisgo cad the 
Peugeot Partner, bi 1 996. PSA Peugeot CkroM was once again die leading Fmteh 
exporter, witii export* accounting for SR6 billion Aeaefi franca of total ealn. Real 
group salei race by SJ2% to 172.7 billion FF with worldwide nice reaching 
2 million can. Group ret profit emountod to 734 miTlwn FP. its financial portion 
wac atre^tbened. a nupiui bi working capital provided from operation* wa* rained 
and debt was reduced. 



sonoff 


SANOFI 

In 1996, Sanofi registered major anoouses id the clinical development 
of new product! whilst ensuring sales mid earnings growth. Consolidated 
net Income Ibr (he year lotoBed FRF 1.743 baton, up by 11% over the 
previous year. Once again, sales of Sanofi 's major international 
pharmaceutics] products increased during the year. SunoS continued its 
Research and Development efforts and successfully concluded clinical 
trials on two major compound!. In the Beauty sector, die second half of 
the year was satisfactory within a business environment which remains 
challenging. The Healthcare sector grew by 5% to FRF 19.8 billion u 
constant exchange rales and comparable Group structure. With no 
rigoifiemn launches during the year, the Beauty sector posted sales, of 
FRF3-8bfflkw. 



SCHLUMBERGER 

An imenuaional company {aaviding products and services in two areas*. 

■ Oilfield Services, offer to oil companies services to enhance thetr efficiency ui 
all phuee of exploration and production of oil andgai rcsentJtrs. 

• Measurement end Syaema. world leader in manufacturing of water, gas ami 
electricity meters, also provide systems and cervices formoomauc payrrwnU 
and automatic test equipment systems for electronic componcot*- 

1996 key figures 1$ mt&lani 

Operating revenue 8956 

Net income 8Sl 


m 


SCHNEIDER 

After the disposal of Spit Baiignolics in February 1907, Schneider 
refocused its activities in the businesses of electrical distribution. 
Industrial control and automation. These activities are under the 
authority of SCHNEIDER ELECTRIC which comprise* 4 large 
international brands: MERLiN-GERIN. MOD1CON. SQUARE D. 
TELEMECANIQUE. The 1996 consolidated sule* (including SPIE 
BATIGN0LLES) rose io 61 .6 billion francs and the net result ol' the 
group was 1.32 billion francs. 

Chairman and Chief Executive Officer. 

Didier FINEAU-VALENCIENNE 




The Financial Times Annual Report Panel Service is appearing on 24, 25, 26 & June 27 1997 

Please send me these Annual Reports: ra in boxes m mis ■ This service is free to readers of the Financial Times 

81 □ EURISYS GROUP 85. □ LAFARGE 89. □ Pfl'JAULT^’FW^^PS-RHDOUTE 93. □ PSA PEUGEOT CITROEN 

BZ □ GTM-ENTREPOSE 86. □ LECTRA SYSTtMES 90. □ PLASTIC OMNIUM 94. Q SANOFI 

83' □ HAVAS 87.0 MECATHERM 91. □ PRIMAGAZ GROUP 95. □ SCHLUMBERGER 

84; □ , MS 88. a NORBERT DENTRASSANGLE 92. □ PROMODES 96. □ SCHNEIDER 

chama incftePte whether these reports are for your business or personal use: 

Please attach your Business card or wrtte your name 

AHD ADDRESS IN THE SPACE. Please use buxx mAtals. 

NamefMr, Mrs, Mss. Ms) ... 

Address. 


Town lf 

□ For business investment use □ For personal investment use Q For other business use □ For other personal use 

Goumry„„»«,....„ -..PoMeoda 

Which one of these best describes your JOO Uiw position r □ PtMia Wt If you do not Irish to receive further maOnns tom me Ftnandai ti™** 

□ Chairman/President □ Chief Executive □ Managing Director/Vice President/Director □ Manager/Executlve □ Institutional Investor □ Stockbroker Q Professional 
□ Tflrthnieai □ Skilled or Clerical □ Academic Researcher □ Student □ Retired □ Other, Please specify. 

Mail to: The Financial Times Annual Report Panel Service. Logiscom Staci. BP9124. 95074 CERGY POINTOtSE CEDEX. FRANCE, 

to reach u -;; no lalpr than 30 th September 1997 . 
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Notice of Early Redemption 


Tbtbeholderaof 

John Mowlem & Company PIC 

£50,000000 

lift per cent Guaranteed Bonds due 2013 

(the”B«Kbr} 

At the meeting of the holders of the Banda (th* ‘BoodhcdderS'l held an 
25th Februaryl997, the Extraordinary Saatutton get out in the Notice of 
Meeting dated 3td February 1997 was duly passed. John Mortem ft 
Company PLC (the "Company-J, Mowlem Technology United, SCB 
Cm^ nc and The AudentliJ Aasuane* Company Untied (the 

L n-ttiwtr niwnitert n aiijinl, im uni limii ilfirrl rfnrrirt 

lftfa ^^pkawntal That R^Wdth, hdtr ob. 

Trtndpel That Deed") sod the G m ditioni of "the Bonds in acrordance 
wtthparagrapha 1 and 2 of inch Extr a ord in ary ReachitTor and provides 
far me r eksoo of the guarantee referred to in usugum h 4 of such 
ExbtnedmayHesrtutitn. 

NOTICE IS HEREBY G3VEN, pursuant to Condilion 5(AA) of the Bonds 


That Deed} occurred on Wednesday 25th June 1997 and that all of the 
Bands aze being redeemed in full by the Company an Thursday, 26th June 
1997 (the "Redenptiin Date'] In aoaotduioe with GondUton SAQ of the 
Bonds (u somssttd). 

The price at which the Bonds are being redeemed, ai piintwi in 
■cau dance wHh Condition' MAC) at the Bonds and iAf*u a ul » a 
percentage, is U3S31 per amt The Bonds an bring redeemed together 
with snafued Interest to the Redemption Dote. 

Payiu e m of piiwipal and hugest irtB be madfc at the option af the hnidm; 
by sterling cheque drawn on, or by transfer to ■ sterling acco un t 
maintained by me payee with, a branch of a dealing bank In the City of 
London. Payment will be made against pr e se nta tion and surrender ct the 
Bond*, together with on Coupons appertaining thereto which mature on 
or after the Redemption Date, at the offices of the Paying AbhUs Ksted 
below. li any such unmatured Coupon Is not so surrendered, tiw amount 
of such Coupon wfll be deducted boon the sum due for payment. Intoest 
an the Bonds will cense to accrue an and from the Redemption Date. 

PRINCIPAL PAYING AGENT 
KmUetbankSkA. Laxembaunteoiar 
43 Boulevard Royal 
Luxembourg Ln2955 

PAYING AGENTS 

KradietbankN.V. Knriletfauik N.V. 

ArenbenStnot7 7ti» Floon Exchange House 

B-1000 Bruaaeb Primr o se Street 

London EGA 2HQ 

Given by John Mowlem ft Company PLC Dated 26th Jurw 1997 


Fast-food group to revamp 


AMERICAS NEWS DIGEST 


By Richard Waters 
hi New York 

Boston Chicken, a company 
that sprang to prominence 
in the early 1990 b by bring- 
ing healthy, home-style 
cooking to the US fest-fbod 
business, reined in Its expan- 
sion plans yesterday and 
owned up to some of the mis- 
takes that have seen Its spec- 
tacular growth flggiw- 

The company was one of 

Wan Street's most successful 
new arrivals of the decade. 
Its formula of roast chicken 
and ham. served with side- 
orders of spinach and other 
vegetables, appealed to an 
ageing Baby Boomer genera- 
tion which was increasingly 

health -conscious. 

That helped fuel a rapid 


rise in Its shares, from the 
910 at winch they were first 
sold in 1993 to more than $40 
at the end of last year. 

yesterday, however, Bos- 
ton Chicken said it would 
put the brakes on its expan- 
sion plans and revise its 
marketing in an attempt to 
boost flagging sales at its 
existing steam 

Concern this year over the 
company’s growing pains 
have sent Its shares tum- 
bling, leaving them yester- 
day af t e rnoon at $15ft and 
valuing the company at 
$lbn. 

Boston Chicken grew from 
33 stares at the end of 1991 to 
1,159 in April this year, and 
harf been piamriwg to con- 
tinue to open soo outlets a 
year. 


Andersen: a 
partnership 
under strain 



LesEchos 


The FT can help you reach additional business 
readers In France. Our link with the French 
business newspaper, Les Echos, givaB you a 
unique recruitment advertising opportunity to 
capitalise on the FTs European readership 
and to target the French business world. 

For Worrnatlon on rales arel further detals 
please telephone: 

Toby Finder-Crofts on +44 17l 873 4037 


The Financial Times plans to publish a Survey on 

France 

on Wednesday, September 24 


For further information, please contact 
Undsay Sheppard 

Tel: +44 171 873 3225 Fax: 444 171 873 3204 
or Paid MaravtgHa 

Teh +33 1 53 76 82 SI Fax: +33 1 53 76 82 53 
or your usual Financial Times representative 


T he failure of Andersen 
Worldwide's 2,700 
partners to back their 
board over the election of a 
new chief executive - for the 
second time in a month - 
exposes the problems of run- 
ning a firm rather thaw a 
company. 

As the members of the 
board fly back to New York 
today for a meeting to try to 
find a way out of the mess 
created by their democratic 
con s tit u tion, they must wish 
they could simply impose a 
solution from the top. 

But partners - who In 
effect own the organisation 
- demand the kind of Control 
that has led to the present 
impasse - compounded yes- 
terday when Mr George 
Shahean, head of Andersen 
Consulting and the board's 
nominee as chief executive, 
failed to win the election. 
And Andersen’s US roots 
appear to have given it a 
particularly inflexible demo- 
cratic framework. 

The failure to back the 
board also reveals just how 
deep are the tribal cultures 
that now separate the two 
firms under the Andersen 


All of these securities hare been sold. This announcement appears as a matter of record only. 


June 16, 1997 


US$172,800,000 


Nortel Inversora SA 

{organized under the laws of the Republic of Argentina) 


6, 000,000 American Depositary Shares 

each representing l/20th of a Series B Preferred Share 


Price US$28.80 per ADS 


J.P. Morgan & Co. 

Credit Suisse First Boston 
Lehman Brothers 


Credit Lyonnais Securities (USA) lac. 


INC Baring (13. S.) Securities, Inc. 
Dresdner Klein wort Benson 

Nonti ImrrnUC 


AmhoM and S. Bkdchroedcr; Inc. 
BBVLadnvest Securities Inc. 


Mr Scott Befck, chairman 
and chief executive, said yes- 
tarday the masher of new 
stores would be scaled back 
to 150-200 this' year, and 
150-250 in im • • - ‘ ' 

This would allow its fran- 
chisees “better to fbCUS on 
achieving wnmirimn produc- 
tivity from the easting 
stores and on ensuring a 
great customer experi en ce," 
he said. The company has 
faced criticism about food 
quality flagging -and slow 
service in some quarters. 

Mr Mark Stephens, chief 
financial officer, -added that 
Boston Chicken would 
reduce its use of coupons to 
attract new customers at 
lunchtimes, and instead reft* 
cus on promoting Its iWnntf 
menu. The company's 


aggressive use of coupons 
backfired as customers used, 
than to get discounts in the 
evening Instead. ' 

Mr Stephens added that 
store sales were likely to be 
“choppy 0 - during this ; 
“transition period 0 ; and that 
the company was “indeed 
seeing sales weakness this 
quarter." ■ 

Boston -Chicken has come 
In for criticism on Wall 
Street for extending low- 
interest loans to franchisees 
to enable than to open new 
stores; and for not recording 
losses- from these operators; . 
which now total more thaw 
$550m, in its own accounts. 

“Although we’ve gotten a 
little off track, our long-term 
str a t e gy is right an target;'* 
Mr Stephens said.. 



its AltaVista internet software subsidiary and Instead will 
combine the nnft wtth other Internet-related segments of 
its business, i . . . ~ 

' The reversal reflects Digital's misgivings about losing 
control of a papular and Mtfiiirofiteproawtline. 
AltaVista is best known for tts totem* search service, 
which is one of the busiest sties on the maid wide web. - 
“By Integrating AltaVista into DIgttaVwe*reaMe to mare 




becoming the world’s leading provider of Internet 
-.business solutions,'" a wid'M 1 * Robert Painter, and 

chief executive “It is mm* appropriate to take advantage 
of the AltaVlstalaraad and technology as part of Digital's 
overall product portfolio,” he said. 

Louise Kehoe.3an Francisco 


umbrella - the “senior” 
accountancy arm, Arthur 
Andersen, founded In 1913, 
and the “junior” wing, 
Andersen Consulting, spun 
off In 1989. 

Requiring two-thirds of all 
the partners to give a 
“super-majority” to the new 
chief executive is onerous 
enough - but getting a two- 
thirds majority when 1,000 
partners are from the con- 
sulting side and 1,700 from, 
accounting appears nearly 
impossible. 

This failure must signal 
that neither firm feels confi- 
dent putting the future of 
the organisation in the 
hands of a partner from the 
other side of the Andersen 
family - a fret that must 
again raise the spectre of a 
complete divorce. 

At a meeting In Paris ear- 
ner this year, the partners 
tried to thrash out the prob- 
lem and had seemed to make 
progres s . Some 97 per cent 
voted to stay under the 
Andersen umbrella and 
looked to the new chief exec- 
utive to solve the structural 
problems threatening unity. 

These essentially stem 



George Shaheen: failed to secure election as chief executive 


from Andersen Consulting’s 
runaway growth and the 
determination of Arthur 
Andersen's partners to share 
some of the spoils. 

The problem is that while 
Andersen Consulting is out- 
stripping the “senior" arm in 
growth - and recently in 
absolute revenue terms -as 
well ' - the organisation’s 
constitution is skewed 


towards the old. firm- The 
majority on the board, far 
example. Is firmly in favour 
erf Arthur Andersen. . - 

The board may well insis t 
that the succession Is a side- 
show- but the longer it 
drags ora, the more likely it 
Is to undermine Andersen's 
image of quiet efficiency. 


Jim Kelly 


Liposome shares plunge 

The US biotech sector was rocked yesterday by the third 
high-profile drug failure in two days. Shares in Liposome 
Company fall $16A to $9V4 after It said the phase 3 trial of 
its drug Venfus in acute re s pirato ry distress syndrome 
showed no advantage- 

On Tuesday, two other US bio-tech companies. Idee and 
Cambridge Neuroscience, reported that their drugs had ' ' 
also failed at. phase 3. Phase 3 trials are the final and most 
expensive of dUnical trials before a drug is submitted to 
regulators.- Pharmaceuticals co mpany statistics suggest 
that few drugs, fsfi at the last hurdle. 

- Daniel Green, London 

Cinram buys Sony operation 

Canada's Cinram Ihtextettonafc a leading Independent 
zoaker of prereccadedmulthnsdia products, has agreed to 
buy the mamifecturlng assets of Sony's VHS 
videchcassette dupHcation operations in the UK. Terms of 
the deal were not disclosed. ^ - t ' 

■ 'With the acquisition, Cinram will supply most erf the 
VHS video<s»s8ette requirements for both Sony Music ' ' 
entertainment and Tri-Star Home Video In the UK Th— e j 
services will be provided from Cinram’s recently acquired • 
UK subsidiary, which Is soon to be emended 
The deal, made through Cinram’s UK unit. Is the latest 1 
of several in Europe, where Cinram. Is quickly 
establishing video production facilities across the 
continent. The Cana dian company last week purchased 
Polygram’s multimedia manufacturing assets in the 
Netherlands far an estimated C|25m (UStl8m). Ctaram - 
will distribute Polygram products in the Netherlands. I 

Scott Morrison, Vancouver \ 

Power station venture formed 

Four Quebec-based groups bave set up a company, known 
as Corporation Hydro-Energi-Que, to spearhead 
construction and financing of smafipower. stations In 
Tjitin America and. the Caribbean. 

CHEQ's shareholders, each with a 25 per cent stake, are 
Hydro-Quebec, the provincial government power utility; 
the Fonds de Solidarity des TravafOgurs du Quebec, an - 
investment fund controlled by one of Quebec’s biggest 
trade union federations; Boaalex, a private-sector group 
that operates eight hydro-electric stations; and 
Hydro-Mecanique Construction, an industrial engineering 
and construction group presently bonding a small 
generating station in Co&a Rica. Bernard Simon, Toronto 
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Netscape in intranet venture 


By Louise Kehoe 
in San Francisco 

Netscape Communications 
has formed a partnership 
with Concentric Network, a 
networking services com- 
pany. to offer businesses and 
individuals the opportunity 
to create private office 
spaces on the Internet 

He new service, to be 
launched in August, will 
enable a business to create a 
virtual intranet, or private 

network linking workers in 
different places, on the pub- 
lic internet, simply by open- 
ing an account with Net- 
scape. 

The -.service will provide 
users with all the advan- 
tages of a private intranet, 
enabling them to communi- 
cate, collaborate and store 
information online, without 


ihe expense and complexity 
Of building, m aintaining and 
managing an internal net- 
work. 

Under the terms of the 
agreement with Concentric. 
Netscape will establish a 
new section of the Netscape 
web site called the Netscape 
Virtual Office by Concentric. 
This will be the gateway to 
private intranets with 
restricted access. 

The security of Virtual 
Offices will be ensured by 
digital identification technol- 
ogy a* well as by 128-bit 
encryption software. 

Users will need an internet 
access account and Net- 
scape’s latest Communicator 
software. To create a Virtual 
Office, the user or office 
manager will simply sign up 
for the monthly service on 
tbe Netscape web site. 


Users can specify lists of 
people who should be 
allowed access, and what 
types of activities are to be 
conducted. 

“Virtual Office will give 
professionals, small busi- 
nesses and project groups a 
private online presence that 
can be shared with co-work- 
ers or other users," said Mr 
Mike Homer, senior vice- 
president of marketing at 
Netscape. 

“Our goal is to provide 
busy professionals and small 
businesses with affordable 
and easy access to every- 
thing they need to . . . com- 
municate and conduct busi- 
ness over the internet.” said 
Mr Homer. 

Netscape has yet to estab- 
lish pricing for the Virtual 
Office service, but Mr Homer 
said it was likely to be less 


than $100 a month to estab- 
lish the office, plus a 
monthly charge for each 
user. "For businesses with 
up to about 100 users this 
will be a more economical 
alternative to building their 
own networks," he said. 

Virtual Office applications 
will include the ability to 
publish and organise project 
documents on a web server, 
to participate in private 
discussion forums, to use 
e-mail, and to create and 
manage an external Internet 
site. 

The companies also plan 
to add other business appli- , 
cations such as accounting, 
calendaring, conferencing, 
human resource handbooks, 
job postings, timesheet 
tracking and billing and 
sales automation applica- 
tions. 


Baton passes on in Brazil 

Win n i n g CVRD auction puts Steinbruch firmly in the ascendancy 


If anyone 
personifies 

gjffiBfo. the new era 
' in Brazilian 
corporate life 
om|4jP^ ushered in by 
’ privatisation. 
w»ii» mu it is Mr Ben- 
HUATBaiiON jamin Stein- 
bruch, the 
man who put together the 
consortium that last month 
bought a controlling stake in 
Companhia Vale do Rio 
Doce, the world's biggest 
iron ore company. 

- Three deals in four years, 
all connected to privatisa- 
tions, have catapulted Mr 
Steinbruch from being one of 
tbe heirs of a family textiles 
company to a leading figure 
in B razilian industry. 

The first step came in 1993 
when Vic unha. the Stein- 
bruch family business, took 
a 9-3 per cent stake in Comp- 
anhia Siderftrgjca National. 
Brazil's largest steelmaker, 
when it was privatised. 
Vicunha later raised its 
stake to 1-L3 per cent and Mr 
Steinbruch took over tbe 
chairmanship. 

Last year CSN bought 7.25 
per cent of Light, the Rio de 
Janeiro electricity- distribu- 
tor, and Mr Steinbruch 
became . ch airman of the . 
board. 

Now CVRD, Brazil's big- 
gest '"exporter and once the 
most attractive of state- 
owned companies, has come 
into his ambit. His consor- 
tium, Valepar. paid R$&34bn 
(US$3.1 bn) for the stake in 
the iron ore group, in Latin 
America's biggest privatisa- 
tion. 

It Is perhaps symbolic that 
in winning the CVRD auc- 
tion. Mr Steinbruch defeated 
a consortium spearheaded 
by Mr Antonio Ermirio de 
Moraes, chairman of Grupo 
Votorantim. Brazil's largest 
family company. 

Mr Ermirio de Moraes is 
something of a father figure 
of Brazilian business. But he 
built his industrial empire in 
an era of protected domestic 
markets, state involvement 
and limited foreign competi- 
tion. “It is almost like pass- 
ing on the baton to a new 
generation.'' says a Brazilian 
banker. 

CSN owns only about 10 
per cent of the shares its lat- 
est purchase. However, as 
with CSN, CVRD'S share- 
holder structure gives Mr 
Steinbruch more influence 
than this holding implies. 

The other members of 
Valepar are all financial 
investors - four Brazilian 
pension funds, NationsBank 



as institutional investors." 

The other parts of CVRD's 
new battle-plan have yet to 
be defined, and the complex 
cross-shareholdings that are 
a common feature of Brazil- 
ian industry make specula- 
tion difficult. However, ana- 
lysts believe that Mr 
Steinbruch' s likely tactics 
could have significant Inter- 
national implications for the 
industries in which it is 
involved. 


G iven that CVRD is 
one of four world 
price-setters for iron 
ore, the most obvious way of 
increasing profits would be 
to take a more aggressive 
approach than the govern- 
ment did in trying to negoti- 
ate higher prices. 

For CSN, which is the only 
large Brazilian steelmaker to 
have its own iron ore mines, 
this tactic has the added 
attraction of reducing the 
competitiveness of its local | 
rivals. I 

Moreover, given that 
CVRD has significant stakes 
in several other Brazilian 
steel companies, analysts 
forecast that in the long 
term, the privatisation could 
lead to a consolidation of the 
B razilian fiat steel industry, 
one of tbe most efficient in 
the world, into two loose 
groups - one led 
by CSN and the other by 
Usiminas, CSN’s biggest 
competitor. 

The government has 
already set up an inquiry 
into allegations that these 
two groups are operating a 
price-firing cartel. 

However, this is the one 
area where Mr Steinbruch 
could come into conflict with 
CVRD’s other controlling 
shareholders. The Brazilian 
pension funds in Valepar 
also hold a large stake in 
Usiminas. Any move at 
CVRD which attacks the 
profitability of Usiminas 
could prompt their opposi- 
tion. 

CVRD represents new ter- 
ritory for Mr Steinbruch, 
who has little experience of 
the min in g industry. With 
his new high-profile status 
at the top of the Brazilian 
corporate ladder, the pres- 
sure is now on 2ilm to prove 
that all the controversy sur- 
rounding the sale of CVRD 
was worth while. 

Geoff Dyer 

This is the fourth in a series 
on Brasilian privatisation. 
Previous articles appeared on 
April 29, May 14 and May 23 


Benjamin Steinbruch; insists that ’we are not looking to do 
anything abrupt or to break up CVRD’ Fbtia knapim 


of the US and an investment 
fund. . specially set up by. 
Opportunity Asset Manage- 
ment in Sao Paulo - leaving 
CSN as the only industrial 
shareholder in CVRD. 

Mr Steinbruch's modest 
demeanour, combined with 
his one-time playboy image 
- ex-girlfriends include a for- 
mer Miss Brazil - disguise 
an aggressive management 
style. Through cost-cutting 
and better financial manage- 
ment, CSN has been turned 
from a sluggish, state-owned 
behemoth into a profitable 
operation. 

B razilian businessmen 
expect him to take an 
equally ruthless 
approach to CVRD. The con- 
ventional wisdom is that his 
financial partners are likely 
to want a swift return on 
their investment, leading to 
prompt disposals of parts of 
CVRD, which lias a broad 
range of industrial assets. 

Likely candidates are the 
aluminium business. In 
which Alcoa, of the US. is 
believed to be interested, 
and the paper and pulp divi- 
sion, whose potential buyers 
include Aracruz Celulose 
and, ironically. Votorantim. 
which having failed to buy 
CVRD is. now looking to 
expand its own paper busi- 
ness. 


CSN’s own cash require- 
..ments also point in the 
direction of quick measures 
to increase dividends from 
CVRD- The group arranged a 
$l_2bn loan from a syndicate 
led by NationsBank to 
finance its involvement In 
the auction, which analysts 
estimate has raised its 
annnal interest bill by more 
than $230m. 

CSN is considering refi- 
nancing this loan with a 
bond issue tills year, accord- 
ing to Mr Richard Gross, 
head of global investment 
banking at NationsBank. 

However, given the politi- 
cal sensitivity of the sale of 
CVRD, which prompted 
more than 130 legal chal- 
lenges, any disposals will 
have to be bandied very 
carefully. Not surprisingly, 
Mr Steinbruch and his part- 
ners are playing down the 
prospect. "We are not 
looking to do anything 
abrupt or to break up 
CVRD," Mr Steinbruch 
insists. 

“We want to maximise 
■ long-term value and are not 
committed to any particular 
strategy," says Mr Persio 
Arida, a director of Opportu- 
nity Asset Management 
and now a board member 
of Valepar. "It would be 
wrong to deduce our strat- 
egy from our viewpoint 


VSE speaks out on Bre-X affair 




By Kenneth Gooding, 

Mining Correspondent 

If Bre-X the Canadian minerals group, 
had been listed on the Vancouver 
Stock Exchange, it would have created 
only a minor scandal, not one that 
shook the global mining industry. Mr 
John Boddie, vice president marketing 
of the exchange, said yesterday. 

"My best estimate is that it would 
have been, a $30m problem, not a $4 bn 
problem," he said after a presentation 
by the VSE in London. 

He TnateteH tha t the VSE's Staff geol- 
ogists would have been alerted early by 
a Bre-X technical report which indi- 
cated there was alluvial, or surface, 
gold in some samples collected by deep 

drifting at Bre-X's Busang project in 
Indonesia. “They would have stopped 


trading in the shares until that was 
cleared up." 

For some reason, this information 
was not acted upon by either the 
Toronto or Alberta exchanges on which 
Bre-X was listed. 

Mr Boddie pointed out that, as the 
VSE specialised to "junior”, or small, 
natural resource companies, it had five 
geologists experienced in hard rock 
minin g on its staff. Toronto and 
Alberta had no staff geologists but 
relied on consultants. 

“We’ve learned our lessons from the 
problems we've had with juniors over 
the years," be added. 

The VSE had a record year in 1396 
when C$12bn (US$8JBbn) of shares were 
traded, making it the fourth -largest 
exchange in North America. Last year, 
companies raised C$2.1bn on the 


exchange, tiiel rating- C$L2bn for mining 
ventures - 25 per emit of the total 
mining venture capital raised last year. 

Tbe situation had changed dramatic- 
ally after the Bre-X scandal in April 
this year. "All Junior mining stocks 
have been hurt. There has been a flight 
from juniors to blue chips, particularly 
in the resource sector.” 

The VSE had suffered a second blow 
because shares in technology compa- 
nies had gone out of fashion and it also 
specialised in raising capital for junior 
technology companies. 

Some finance was being raised, how- 
ever, and this was encouraging. Mexico 
was the next "hot” area tor mining 
companies at present, and the 
exchange had been working with the 
Mexican government to make explora- 
tion more attractive there. 
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Sapugaskanda 51 MW Diesel Power Station... 

Another power project initiated by DEUTZ UK Limited 


For energy up to 100MW, call ++ 44 (0)181 781 7200. 
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Funds will be used to develop and expand group’s network in eastern region of UK 

Ionica seeks up to £144m in placing 


By Man Cano 

ionica, the Cambridge-based 
fixed radio telephone opera- 
tor, is planning to raise 
between £l25m and £l44m 
($ 2 S 8 m) of new capital 
through a placing which will 
value the company at about 
£S70m. 

The pathfinder prospectus, 
published yesterday, sug- 
gests a price range for the 
shares of between 370p and 


890p. The shares will be ' 
listed in London and in ' 
American Depositary Share 
CADS) form on Nasdaq In the 
US. 

The new shares, between 
34m and 36m, will represent 
about 23 per cent of the com- 
pany's enlarged issued share 
capital. An over-allotment 
Option, amounting to a for- 
ther 15 per cent of the issue 
size, will be available. None 
of the existing shareholders 


is spiling shares in the offer- 
ing, and the larger ones have 
agreed not to sell any for the 
next 12 months. 

The funds will be used to 
develop and expand Ionica’s 
network which covers about 
45 per cent of homes in the 
eastern region of the UK. At 
the end of May, the company 
had 20.750 customers in the 
eastern and Midlands 
regions. 

It had also agreed a £300m 


secured debt facility under: 
written by Banque Paribas, 
SBC Warburg, Sodfete Gen- 
erate and Northern Telecom 
International Finance.* 
Northern Telecom, the Cana- 
dian telecommunications 
manufacturer, is Ionica’s 
partner in developing the 
company's fixed radio tech- 
nology and marketing it on a 
non-exclusive basis outside 
the UK. Northern Telecom 
has sold the technology to 


some 20 ‘ countries. Ionica 
receives 5 per ednt of the. 
gross sales value. . 

Mr Nigel PJayford, chief 
executive of fontaa . said the 
company’s aim was to' 
become the prfodpal alter- 
native consumer telephone 
service supplier in the UK. 

Ionica buys capacity to 
transmit telephone calls in 
bulk from long-distance 
operators: and then connects 
customers to their local' 


exchange through radio sig- 
nals. . 

Unlike wire-line or cable - 
connection; Ionica needs 1 , 
only to invest in new infra- 
structure - including a 
small antenna - when new.' 
subscribers sign up. The' 
company has raised about 
£44Qm in private equity. 

SBC Warburg is sponsor - 
and -co-ordinator for . the 
offer. The after price, will be 

announced on July IS. 


Direct 
Line 
chief set 
for US 


By George Graham, 

Banking Correspondent 

Mr Peter Wood, who 
transformed the UK motor 
insurance industry by pio- 
neering the direct sale of 
potides over the telephone, 
is to leave Direct Line, the 
company he founded 13 
years ago. 

Mr Wood has already 
handed over day-to-day 
responsibility for running 
Direct Line, the UK's largest 
motor Insurer, to Mr Ian 
Chippendale, but will now 
reUnqnfsh his role as Chief 
executive. He will also step 
down as director of Royal 
Bank of Scotland, Direct 
line’s owner. 

Mr Wood will now concen- 
trate on Direct Response, a 
new US direct insurance 
venture which he formed In 
partnership with Mr Jim 
Stone and Morgan Stanley, 
as well as on Privilege, 
which insures higher risk 
driven such as sports car 
owners and those with 
motoring convictions. 

Privilege is also a joint 
venture with KBS, though 
Mr Wood retains 51 per cent 
of the voting rights. KBS 
has agreed to inject more 
money into the company to 
help its expansion. 

Mr Wood has been spend- 
ing <me week a month in 
Boston, and now expects to 
spend about half his time on 
his US ventures, which also 
include a new home insur- 
ance venture called Home 
Owners Corporation. 

He will also remain vice 
chairman of Linea Directa 
Asegnradara, another joint 
venture with BBS in Spain. 

Lord Younger, BBS’s 
chairman, said Mr Wood 
was “an outstanding entre- 
preneur”. 

“There are few people who 
have ever achieved a step 
change in an industry. Peter 
Wood has transformed 
financial services,” he 
said. 

No payment will be made 
to Mr Wood for the remain- 
der of his contract, which 
would have expired at the 
end of 1998, hot KBS said 
that “in recognition of his 
contribution to Direct Line a 
payment has been made to 
bis pension fund." 


Wessex calls for ‘fair’ windfall tax 


By Jane Martinson 

Wessex Water pleaded for a 
“fair” windfall tax yesterday 
which recognised companies 
which had not made unwise 
diversification decisions. 

The Bristol-based group 
made the plea as it reported 
annual pre-tax profits up 8 
per cent to £145m ($239m) in 
the year to March 31 and an 
18 per cent increase in its 
dividend. 

The government is expec- 
ted to outline the scope of 


the windfall tax in next 
week's Budget while Ofwat, 
the industry regulator, pub- 
lishes its proposals for the 
next price review today. 

Mr Nicholas Hood, Wessex 
chairman, said yesterday 
that a “fair" tax would be 
one that did not favour 
“companies which have not 
performed well... at the 
expense of those which have 
made shrewd investments 
outside their core activity”. 

The group wants the gov- 
ernment to base its calcula- 


tions on Initial sell-off prices 
so as not to penalise compa- 
nies which have performed 
well since privatisation. 

Unlike several other utili- 
ties, Wessex has never made 
a large provision to cover 
losses from its non-regulated 
businesses. The group said It 
was still tanking for further 
non-regulated acquisitions 
after Its failure to buy South 
West Water last year. “We 
have got a healthy balance 
sheet with quite a lot of 
capacity.” said Mr Hood. The 


amount of capacity would 
flgpgnri on the level of wind: 
fall tax, he added. 

Wessex has appointed Mt' 
Harry Habert as managing 
director of UK Waste, its 
non-regulated joint venture 
with Waste Management 

TntAmatinroil . 

UK Waste lifted pretax, 
profits 8 per cent to fSRim 
despite a fell in waste paper 
prices, on sales of £150m. 
Wessex gained £12. 6m. 

Total sales rose 6 per cent 
to £254fim (£248 ,7m) in the 


year while operating profits 
gained II per cent to £129. 7m 
(£ 11 6.6m). Operating costa 
foil 3 per cent. 

Net debt, including prefer- 
ence shares, stood at £253nx 
1 at' year-end, giving gearing 
of . 37 per cent, after the 
group spent £18Sm on a capi- 
tal, restructuring, 

• A proposed filial dividend, 
of 123p makes a total of l8p, 
payable an «»raingH of 5B2p, 
up 9 per emit 
Wessex shares ended down 
Zp at 38&V&P. 



Hogg Robinson plans 
sale of transport side 
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The UK's bus groups must 
be delighted at govern- 
ment. movestd get people 
oat of cars and' on to 
hoses. Bus companies 
were go-: go. stocks for 
years,' despite steadily 

declining passenger num- 
bers. The -momentum was 
from consolidation In a 
sector few investors under- 
stood, so deals «aune cheap 
■and costs were squeezed 
out with relish. But now 
that three quarters of the 
bus market Is in. five pairs, 
of hands, the lack of turn- 
over growth has become a 
valid concern. .In theory . . 

Labour’s’ proposals are just the ticket A- white paperwfll 
look at new charges for motorists and priority traffic 
routes for buses. Bus operators would form partnerships 
with local authorities, which would provide' improved 
infrastructure in exchange for increased Investment in 
bus fleets and services. This would raise harriers to entry, 
push out smaller, poorer operators, and increase passen- 
ger volumes, stww -the marginal- bus passenger can be 
almost pure profit, investors are seeb® pound signs. 

But Labour may want a quid pro .quo. Life is already 
good for bus operators, which achieve returns on invested 
capital pf wefl over 20 per cent while passen ge rs hgve 
been, rewarded with fare Increases well above Inflation. So 
in ayn-hangip far proposed Impr ov em ents, bus compatdeB 
might have to tender fix franchises; and they might even 
face the' prospect of a regulator, presumably Ofbus, Cer- 
tainly, their returns on capital will suffer considerable 
scrutiny before the white paper is published early , next 
year. ... , 


O wnte Can- 

Neville Barn: denied succumbing to shareholder p re ssu re 


RESULTS 


By Scheherazade 
Daneshkhu 

Hogg Robinson yesterday 
said it was in talks to sell its 
troubled transport business 
after blaming the strength of 
sterling for a 48 per cent fall 
in the division’s full-year 
operating profits. 

The business travel and 
financial services group also 
announced management 
changes and said it was con- 
sidering a share buy-back. 
Mr Neville Bain, deputy 
chairman, said transport 
would be sold because of the 
lack of synergies with Its 
remaining businesses. He 
denied succumbing to share- 
holder pressure. 

Last year, UK Active 
Value Fund, which holds 3 
per cent of the equity, urged 
a break-up of the group and 
a share buy-back. 


The group plans to acquire 
travel management compa- 
nies for its business travel 
division, which will account 
for two-thirds of group prof- 
its after the sale of trans- 
port, and would expand its 
financial services operations. 
Analysts valued the trans- 
port business at between 
£25m and £35m ($57.8m). 

The news cheered the 
shares, which rose 9p to 
205V»p - still below the level 
to which they tumbled after 
January's profits warning 
which wiped almost 30 per 
cent off their market 
value. 

Hogg said sterling's 
strength had had "a major 
adverse impact” an its north- 
ern European trailer busi- 
ness leading to the fall in 
transport operating profits 
from £5.8m to"£3min the 
year to March SL 
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MULTI-CURRENCY REVOLVING CREDIT FACILITY 

NOK 2.150.000.000,- 

Arranger: 

NOR 

union bank of nor way 


Co- arrangers: 

Ur CHRISTIANIA RANK 

■M. CMStUNMBANKOGKKDrnUSSE 


Den norske Bank 


Participants: 

Commerzbank International S A. 
Handelsbanken 
Posthanken BA 

Skandinaviska Enskilda Baoken AR (publ) 
Unibank 

Agent: 

Union Bank of Norway 

(Sparebankeo NOR) 


NOTICE OF REDEMPTION 
BANK OF MONTREAL 

FLOATING RATE DEBENTURES, 
SERIES 10, DUE 1998 

To the holders of Floating Rate Debentures, 
Series 10, due 1998 

NOTICE IS HEREBY GIVEN THAT, pursuant to the 
terms of the Trust Indenture dated as of July 23, 1986 
between Bank of Montreal (the “Bank"), and The 
Royal Trust Company, as Trustee, the Bank has 
elected to redeem afl of the outstanding Floating Rate 
Debentures, Series 10, due 1998 (the “Debentures") 
on the Interest Payment Date on July 29, 1997 (the 
“Redemption Date") at the principal amount thereof 
(the “Redemption Price") with interest accrued to the 
Redemption Date. 

The Redemption Price of each of the Debentures wHI 
be paid in lawful money of the United States on 
presentation and surrender of each of the Debentures 
at the Bank of Montreal in London, Bank of Montreal 
in Montreal, Morgan Guaranty Trust Company of 
New York In Brussels, Banque Internationale A 
Luxembourg or Union Bank of Switzerland In Zurich. 
Each of the Debentures so surrendered must be 
accompanied by all unmatured coupons appertaining 
thereto, falling which the face value of the unmatured 
coupons wHl be deducted from the Redemption Price. 

Accrued Interest due July 29, 1997 will be paid in the 
normal manner against presentation of Coupon No. 
22 on or after July 29,1997. 

NOTICE IS FURTHER GIVEN THAT Interest on the 
Debentures ceases to accrue on and after the 
Redemption Date of July 29, 1997. 

BANK OF MONTREAL 

by: The Royal Thist Company IVustee 

Dated: June 26, 1997. 


Hie strong pound had also 
led to a “somewhat disap- 
pointing" performance in the 
last quarter from Bennett 
Travel, the Nordic business 
travel company, acquired in 
June 1996. 

Group profits fell from 
£2&3m to £24.7m, mainly due 
to an exceptional £3-5m pro- 
vision on the sale of Weys, 
the lossmaking Dutch logis- 
tics business, part of trans- 
port, in ApriL 

Group operating profits 
rose y per cent from £27Jkn 
to £29. 6m. Turnover rose 12 
per cent to £287m. 

Profits in business travel, 
rose 22 per cent to £20m 
(£16.4m) on turnover of 
£3.16m (£96-5ta). 

The financial services divi- 
sion reported a 12 per cent 
rise in profits to £9 2m an 
turnover "op ioper-.eem.tb" 
£49.7m. • ‘ { . 

Limit to 
buy more 
stakes at 
Lloyd’s 

By Christopher Adams, 
Insurance Correspondent 

Lindt, the biggest corpor ate 
investor in Lloyd's, yester- 
day unveiled a huge .rise in 
profits and said it would 
acquire stakes in more man- 
aging agents and invest- 
ment companies ;at the 
insurance market 

Mr Jonathan Agnew, Lint- - 
ft’s chairman and tipped by 
some to succeed Sir Dadd •' 
Rowland as the next chair- 
man of Lloyd’s at the end of 
this year, said the group 
was considering several 
deals. 

The investment trust has. 
already played a trig role in 
the rapid consolidation 
which has reshaped the cap- 
ital structure at Lloyd's and 
created nascent insurance 
comp a nies out of the agen- 
cies which manage syndi- 


It spent £40m ($66m) last 
year on buying Bankslde 
and Janson (been, two lead- 
ing managing agencies at 
Lloyd’s and a string of fur- 
ther deals are likely. 

“It’s possible we could 
buy a controlling stake, but 
it’s more likely to be a 
minority interest,” said Mr 
Agnew. 

Limit's results were the 
first to include profits from 
the trust's own underwrit- 
ing activities at Lloyd's. The 
insurance market first 
admitted corporate capital 
in 1994 and syndicates pub- 
lish their accounts three 
years in arrears. 

' The ' investment trust 
reported a jump in pretax 
profits from £ 13.0m to 
£70.3m for the year to 
March 3L 

The figures were boosted 
by an underwriting, profit 
for 1994 of £4S.0m and a pre- 
tax contribution totalling 
£12Jm from Bankslde and 
Janson Green, just over half 
of which goes to the agen- 
cies’ employees. 

Analysts are predicting 
pre-tax profits for toe. cur- 
rent financial year of about 
£85m, giving a prospective 
multiple of 8.4 to the shares, 
which edged 2 %p higher to 
134&P. - 


NEWS DIGEST 


US ruling hits 
T&N shares 


Shares In T&N, the eng in e e r in g company, slid i6Vip to . 
14% yesterday after a US court ruling that appeared to 
create uncertainty over campeamation payments to 
victims of asbestos-related diseases. T&N insisted the 
ruling was already allowed fix- in existing provisions and 
Insurance to settle its asbestos liabilities, but Investors 
reasoned the company might eventually be exposed to 
higher-tban-expected payments. 

In yesterday’s judgment, the US Supreme Court ruled 
agahist an appeal by T&N and other former asbestos . 
producers against an earlier coart verdict changing an 
agreed procedure - the Georgine settlement - for 
(■himnalHng .pay mgnta to US sufferers of asbtttods and 
related diseases. 

From now on, victims will have to fight legal cases on a 
one-off basis, as opposed to settling payments as part of 
“class actions” involving a network of claimants. 

Theoretically, this could open the company, to bigger 
flzture payments, even though one adviser to T&N said 


-muring fixture legal procedures marc dnupfexhita 
slowing down the rate at which payments Were matte - 

Rolls shares limit exceeded 

The number of- foreign BharphrilrtfngH ixtBoEs-Boyce has 
exceeded the 293 per cent maximum allowed by 10 : 6 m 
shares.- or 0.72 percentage points - the company revealed 
yesterday. 

Rolls-Royce said it “regretted'' having. to notify (he 
registrars that the excess shares would have to be 
transferred by July 18. In May, the company said it would 
be 'asking thw Labour gove rn mant to change the articles 
of association set up by the Conservative government in 
1987 at the company's flotation which limits its foreign , 
ownership. 

In addition, British Aerospace, which is also bound- to 
the same limits on foreign ownership, announced ' • ' 
yesterday that its foreign shareholdings stood at 29.03 per 
cent. . ' 

Investors attack YTT bid V 

Institutional investors in Yoifcsbjbre-Tyne Tees Television 
have said they do not befieve that the management of the 
Leeds-based FTV company Has negotiated; thefcest deal for 
shareholders from Granada Group. The-'commesits 
after Granada published. its formal, recommemteh, and,. . 
final, offer for YTT of dl.76.per ordinary share and 975p 
per wamtut, that values itst £7llm (ELl7bn). .. „ 

.Shareholders said that they would be closely watching 
th e reacti on to the offer from Lord Hollick, chief ' 
executive of United News & Media and holder of nearly l£ 
per cent of YTT. 

Mt GenylWWhson, chairman of Granada, said of toe 
“final’' offer: “This is it This Is where we stand.*: He said 
if shareholders did not accept the recommended offer. " 
Granada would walk away from toe ditek If Granada were 
to pull out, a fell in the YTT share price would be likely. 

Gehe sells Lloyds offshoot 

Pet care is booming^ according to Mercury Asset ' . 
Management which yesterday funded a £52m (S858m) 
manag ement buy-out of a veterinary drugs business from 
Lloyds Chemists, new owned by Gehe of Germany. 

Mr Trevor Bay ley of MAM’S private equity division said 
the market for. veterinary products had achieved 13 per 
cent annual growth in the last four years. The business 
specialises in the. wholesale distribution of 
pharmaceuticals, instruments and other products to 
veterinary practices. 

The MBO is led by an 11-strong team investing 
£l00,000-«30a000 for a 23 per cart stake. MAM Is providing 
a farther £l6L8m, and will hold the balance of what were 
time separate business. 

The MBO comes just five months after Gehe won its 
protracted £684m bid for Lloyds Chemists. It is thought ft 
will also seek to sefitha Holland & Barrett bealthfbocT. * 

chain . 


Price cut for Randgold arm 

fiahdgold Resources, toe international gold exploration 
and mining subsidiary of Randgold of South. Africa;' has 
had to rednoe substantially the price of the shares it is 
offering In connection with a capital raising and London . 
gtnrfr pyHhang o fisting: 

Brokers said yesterday that the shares would be priced 
at J16J30 each, well below the bottom of the *18 to $23 
range indicated last week. "Market conditions are very, 
very tough and they did well to get toe offer away," raid, 
one broker. 

A comparatively low gold price and toe Bre-X scandal 
have had a severe impact on the market for mining 
equities, but the Resources' management, headed b^Sfr - 
Petar Flack, executive chairman, derided to p iMfcwWa 
despite these conditions, when the Resources listing was 
first mooted in March, Mr Flack said he hoped the shares 
would be priced between $25 and $S9 each. - - > - 


0 




& 

















! X ' 

11 ^ 


1 S ruli| ig hits 

* ^ N shares 


t v .Mr; lAfwti 






,:4f 

t ?: i*— 

•\ •• ' 





iJt^mxuJLUtjX 


Peter Marsh 


Revolution 

in the air 

W £ j £“ b ° jets . or ** compressors the company 

f 6113 found the world under var- 
^ brand ^-Tbe system is 


reports on a breakthrough in the compressor industry 


W hen jumbo jets of 
the Scandinavian 
Airlines System air- 
line need their tyres 
blown up after touching down at 
Copenhagen airport, the air 
comes from a novel compressor 
claimed to represent the biggest 
advance in this technology for 30 
years. 

The compressor is said to use a 
quarter less energy than compa- 
rable machines. It has been 
designed by Comp Air. part of the 
DK engineering group Siebe and 
number three in the worldwide 
compressor industry after Atlas 
Copco of Sweden and Lngersol] 
Rand of the US. 

Siebe claims that use or its new 
Cyclon compressors could save 
tens of millions of pounds a year 
] in electricity costs. If overnight 
: aO the compressors in the UK 
were converted to the new tech- 
nology, Siebe reckons. Britain 
could afford to switch off the 
Size well B nuclear power station. 

The Cyclon has been devised 
by a UK engineering team led by 
• ■ John Sinker, engineering director 
at Comp Air's Broom wade divi- 
sion. based in High Wycombe, 
Buckinghamshire. 

Jerry Sorrow, Comp Air's presi- 
- dent, says that over the next few 
years the ideas behind Cyclon 
could form part of two-thirds of 

F rom- washing machines to 
air 'conditioning, from 
conveyor belts to 
centrifuges, technology created • 
by a small UK engineering 
consultancy is driving the' 
development of machines around 
the world. j 

Switched Reluctance Drives. ! 
based in Harrogate. Yorkshire, is i 
a leader in variable speed drives i 
that use electronic techniques to i 
control motor rotation and 1 

minimis e energy use. SRD, which i 
since 1994 has been part of 
Emerson Electric, a leading US 1 
maker of electric motors, has t 
revenues of about $3m (El An) a ( 
year, mainly in licensing income / 
from about 20 businesses around a 
the world. j ( 

These companies use SRD’s s 
technology for a range of g 

machin es already in production t 


the compressors the company 
sells around the world under var- 
ious brand names. “The system is 
unique - it has the potential to 
change the game plan of the 
industry.- he says. 

Compressors are the unsung 
workhorses of industry. With 
S5bn (£3bn) worth of them pro- 
duced each year, they are found 
in most factories, from potteries 
to car plants, which require com- 
pressed air for powering pneu- 
matic equipment They also play 
a role in jobs as diverse as paint 
spraying and printing, while road 
construction would seize up with- 
out compressors for powering 
drills. 

But most compressors are prof- 
ligate users of energy. A typical 
system costing 322,000 will cost 
the same amount in electricity in 
just a year. 

In nearly all plants the systems 
are continuously being adjusted 
according to varying require- 
ments. While a typical compres- 
SOrs effid enc >' " the proportion 
of electric power converted into 
usable energy - can be as high as 
90 per cent at peak load, the fig- 
ure can drop to as little as 40 per 
cent when the system is being 
throttled up and down. 

The job of “squashing” air mol- 
ecules together to provide the 
compressed air is usual done by a 



■X 


Changing the game plan: John Sinker, 

pair of rotors which whirl at up 
to 5.000 revs /min, under the con- 
trol of an induction motor. 

This is where CompAir, in a 
five-year development pro- 
gramme, believes it has made a 
big technical leap. It has used 
digital techniques to even out the 
supply of energy to the compres- 



Lydia van dw Meer 
(toflj and Jerry Sorrow with the Cyclon 

sor motor, which is where electri- 
cal power is normally wasted as 
speed is continually adjusted. 
This enables the motor speed to 
alter gradually, rather than in a 
series of stops and starts. 

The breakthrough would not 
have been possible without a 
partnership between CompAir 


and Switched Reluctance Drives, 
a specialised Yorks hi re- based 
motor company which is pan of 
Emerson Eiecnric of the US, the 
world's biggest maker of electric 
motors, 

CompAir has licensed from 
SRD some of the technological 
know-how which enables energy 
to be pulsed under close control 
into the coils of a motor to enable 
the device to use electricity at 
optimal levels. 

Another benefit of the project 
is that the Cyclon system has 
been engineered to take up 

roughly half the space of a con- 
ventional system while its better 
system of energy control should 
also make it quieter for most 
applications. 

The Cyclon will probably be 
priced between 30 per cent and 40 
per cent higher than rival 

systems to reflect its lower run, 
ning costs. It has so far been 
tried out mainly m Belgium and 
Scandinavia. Companies testing 
prototypes of the system include 
PIT. the US vehicle components 
group, which has a Cyclon in one 
of its large European brake 
systems plans; Tubes Souples. 
the Belgian extruder of alumin- 
ium for use in toothpaste tubes; 
Danish Crown, the bacon pro- 
ducer; and German diesel engine 
producer MAN. 

CompAir believes believes it 
will sell 200 of the systems in the 
first year, and that longer term 
the technology could enable it to 
close the gap with its two bigger 
compressor rivals. Atlas and 
Ingersoll - both of which are esti- 
mated to account for around one- 
fifth of worldwide compressor j 
sales, making them each almost 
twice the size of the UK com- 
pany. 


Worth Watching • Andrew Baxter 


by Its listing as a suspected 
carcinogen, and also by its 
price volatility. An ' 
environmentally friendly, less 
vulnerably priced and equally 
effective - or even better - 
alternative has been found by 
Boart Longyear, pan of South 
Africa's Anglo American 
Industrial Corporation. 

Its Irish-based technical 
centre has round a way to use 
iron os the bonding agent 
Iron-bonded products including 
saw blades and beads are 
already being manufactured. 
Boon Lonyyi'GT Technxsl 
Centre. Ireland L- tel 61356 & SS for 
6133127? 


In a field of their own 


with annual sales of between 
$50m and SI 00m. according to 
Roy Blake, SRD'S managing 
director. The 20 companies with 
SRD licences include Mayta g - 
third largest manufacturer of 
white goods in the US, which 
uses the technology in a new 
family of energy-efficient 
Washing raarhrnug 
Another user is 
No rmalair-G arretl . an 
engineering company owned by 
GKN of the UK and the US's 
AUiedSignal. which has 
applied SRD's ideas in 
low-pollution air conditioning 
systems to be used In a new 
generation of German high-speed 
trains. 


BJD 100, a UK management 
buy-out from British Jeffrey 
Diamond, formerly part of 
Dresser Industries of the US. is 
selling industrial conveyor 
systems based on SRD motors. 
Beckman Instruments, a US 
maker of laboratory Instruments, 
has seized on the ideas to turn 
out a new series of electrically 
driven centrifuges. 

The latest machines based on 
SRD's concepts to go on sale are 
a novel series of compressors 
developed by CompAir, a division 
of Siebe, the UK engineering 
company. 

SRD, with a staff of 33, was set 
up in 1960 by Peter Lawrenson, a 
motor expert formerly at Leeds 


University, who has since retired. 
A particular supporter of the 
company’s ideas is Amory 
Lovins. the US environment 
guru, who believes that some of 
the concepts could be applied to 
new versions of low-pollution, 
electrically powered cars. 

The main claim of SRD is that 
its switched reluctance motors 
can outperform standard 
induction motors in terms of 
efficiency, speed, torque, 
reliability and robustness. 

Like standard induction 
motors. SRD’s systems have a 
rotor (rotating part) and a stator 
(stationary part). It is the 
interrelationship of the magnetic 
fields produced by these two 


components that produce motion. 
Unlike the pattern in 
conventional motors, the forces 
produced by the fields can be 
made continuous, rather than 
being continually switched on 
and off. This makes the motor 
capable of generating large 
amounts of power and pushes up 
the energy efficiency. 

SRD's motors would not be 
practicable but for cheap, 
high-power semiconductors made 
mainly by Japanese companies 
such as Mitsubishi and Toshiba. 

Companies working with SRD 
need to think long-term, 
however. CompAir, for instance, 
after having worked on the 
concepts for five years, is only 
now starting to sell machines 
based on the technology. 


Antibiotic with line 
of least resistance 

Antibiotics occur naturally in 

plants, anlinak »n^ fungi — 

from which the therapeutic 
variety are derived - but in 
humans only one such 
substance has been found, in 
the urogenital tract and Ure 
lungs. 

Now Jens Schrbder and 
colleagues from the University 
of Kiel's dermatology 
department have discovered 
that human skin Is protected 
from infection by an antibiotic 
produced when it comes Into 
contact with micro-organisms, 
according to today's .Vafurr. 

The antibiotic, human 
bcta-dcfensln-2, is a peptide 
which Is made when and where 
it is needed and seems to kill 
the attacking micro-organisms 
by creating pores in their cell 
membranes. It is very like the 
protect! %'e antibiotic made by 
the superficial cells of the 
tongues of cattle, says the Kiel 
team. 

The finding could have 
therapeutic Implications, as 
these naturally occurring 
antibiotic peptides may avoid 
the problems of acquired 
resistance. They also appear to 
be particularly effective against 
infection by the e-coli bacteria, 
a common cause of serious 
illness, and the yeast Candida 
Albiams. 

University of Kiel, Germany: tel 
4315971536. fax 4315971611. 

Iron bond beats 
cobalt for cutting 

For 50 years, circular saws and 
wire beads used in the 
stone-cutting and construction 
industries have relied heavily 
on cobalt to act as a bonding 
agent for the particles of 
diamond abrasive that do the 
cutting. 

But cobalt has been 
compromised, most seriously 


Detecting a pattern 
of irregularities 

An unusual new technique for 
pattern recognition and smalt 
object detection has been 
developed at the Georgia Tech 
Research Institute with 
potential applications in 
radiology and other medical 
areas, manufacturing quality 
control and elsewhere. 

The technique has already 
been used to help radiologists 
analyse digital mammograms. 
The system searches a database 
of raw information tu match 
patterns and detect objects. The 
radiologist's archive of past 
coses becomes a data classifier 
for processing new 
mammograms, but the 
technique is not intended to 
replace radio log! its. 

Georgia Terh. L’S tel 404SSHJ4I4. 
far 46139463 ' Cf 


Lightweight carbon 
fibre at full gallop 

Tendon injuries arc one of the 
big problems for the racing 
industry - at full gallop a 
horse's front flexor tendons 
have to withstand about three 
tonnes of force each time a hoof 
lands. 

Andrew Daly, a postgraduate 
student at London's Royal 
College of Art, has designed an 
ultra-lightweight carbon fibre 
boot which prevents the fetlock 
joint extending to the point 
where there could be a risk of 
injury. 

It has been developed over 
the past six years in 
conjunction with tendon 
specialist John Hyde. 

RCA (Aubrey Greene ). UK: tel 
(0)171 590 412? or e-mail 
a.greme\u rca.ac.uk 
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INTERNATIONAL CAPITAL MARKETS 


Europe ignores ‘disappointing’ data 


GOVERNMENT BONDS 


By Michael Undemann 
m London and John 
Labate in New York 

European bond markets 
continued their drive 
upwards yesterday, in spite 
of what some analysts said 
were "disappointing” eco- 
nomic indicators. 

US Treasuries, meanwhile, 
were more circumspect and 
edged downwards, still feel- 
ing the aftermath of the Jap- 
anese scare earlier this 
week. 


ITALIAN BTPs once again 
exemplified the European 
euphoria. The September 
BIT future settled at 134.58, 
up 0l58 on the day, while the 
yield spread over bunds 
tightened to 112 basis points, 
its lowest-ever level and 10 
basis points lower than its 
close on Tuesday. 

Convergence trades still 
appeared to account for 

much of the strong demand, 
but Ms Ros Lifton, bond 
strategist at HSBC, said Italy 
also looked good on funda- 
mentals, with weak domestic 
demand and low growth. 


“If you were looking at the 
economy and -forgetting the 
Emu dimension, you would 
be quite happy buying 
BTPs,” Ms Lifton said. 

• That sentiment was under- 
scored by the April unem- 
ployment rate, which came 
in at 12*> per cent, slightly 
higher than the 12L3 per cent 
forecast. 

GERMAN BUNDS were 
strong in spite of higher 
than expected June inflation 
figures. Ms Lifton said 
demand might be driven by 
rumours that Germany 
would not Issue a 10-year 


bond in the second half of 
1997, reducing’ the number of 
bunds deliverable" for the 
December futures contract. . 

The September bund 
future settled at 10L71, close 
to the day’s high of 101.76. < 

Demand for UK GUTS 
was also strong - surpris- 
ingly so, given that gilts had 
breached the 114 barrier, 
analysts said. Some said a 
large buyer, possibly a US 
fond, had came into the mar' 
feet at lunchtime in London. 

However. Mr Andrew 
Roberts, gilts analyst at 

UBS, said there was likely to 


be some profiMaJtipg ahead 
of the July 2 budget. The 
September gilt future settled 
at USB, up 8- 

US TREASURIES edged 
lower in morning trading on 
-normal volumes- By noon 
the benchmark 3&-ypar bond 
bad fallen & to 98£, to yield 
6.702 per cent- The 10-year 
-bond was £ lower at 101JJ, 
yielding 6.412, per cent, while 
the two-year note was 
unchanged at 99ft. yielding 

6.017 per cent 

In a surprise to analysts, 
durable goods orders for 
May declined by 0.6 per cent. 


- caused largely by changes- in 
the aircraft and automotive 

- sectors. -The fall fbHowed a 
1.8 per cent rise in new 
orders in April. 

The effect of the news was 

nnHr^iiHf in -.file market 
“If anything, it's kept us 
from trading -lower;" said Mr 
-Peter Hirsch. head- of the 
government desk at Salomon 
Brothers. 

Traders were also gearing 
up for the afternoon's 
release of five-year notes. 
Tuesday's new issue of two- 
year notes came in at a yield 

of 6.027 per cent. 


Fannie Mae launches 
A$1bn global issue 


New international bond issues 


World Bonk 

Bank of Western Aust* 

L-Bcnk 


INTERNATIONAL BONDS 


By Edward Luce 
and Andrew Taylor 

Fannie Mae. the US 
mortgage house, grabbed the 
limelight in a fairly busy 
market yesterday with the 
largest Australian dollar 
global bond ever launched. 

The A$lbn 10-year offer- 
ing, which will be priced to 
yield a spread of 10 basis 
points over the Australian 
government bond yield 
curve, will be priced this 
morning. But DMG. SBC 
Warburg and Merrill Lynch 
confirmed healthy order 
books from Australian dollar 
funds worldwide. 

“Aussie dollar funds have 
very little liquid paper to 
buy apart from government 
bonds and semi-government 
bonds, which are extremely 
tight anyway,” said one syn- 
dicate official 

Another, perhaps a little 
too enthusiastically, 
described the Aussie global 
offering as the beginning of 
“a new asset class”. The pro- 
ceeds - as with Fannie 
Mae's debut New Zealand 


dollar global a few weeks 
ago - wiD be swapped back 
into US dollars at a sub- 
Libor rate. 

GENERAL MOTORS fol- 
lowed recent direct invest- 
ments in China with its first 
euro-Asian issue. The bond, 
priced to yield 40 basis 
points over five-year Trea- 
suries, was considered fairly 
tight by some investors at 
two basis points tighter than 
GM's five-year global 
launched in January. Offi- 
cials. however, pointed out 
that it was popular with 
some retail investors who 
preferred the “bearer” form 
(not available cm a global) 
and the spread pick-up over 
other A-rated five-year deals 
in the market About 20 per 
cent of the paper went to 
Asian accounts. 

The WORLD BANK had a 
flood of small issues yester- 
day including a CtiOOm five- 
year offering and 2250m of 
two-year paper aimed at 
Europe's retail market Offi- 
cials said the deals were 
timed to coincide with forth- 
coming redemptions of 
World Bank bonds, including 
a CS2bn Issue maturing on 


July 7 and a S1.5bn bond 
expiring on July 16. 

An official at DMG, sole 
lead manager of the two-year 
dollar offer, said investors 
were looking for short-dated 
paper after the recent deluge 
at the longer end of the 
curve. Retail investors were 
also excited about World 
Bank paper in bearer farm. 

The World Bank also 
tapped the Australian dollar 
market with a A$10Qm five- 
year bond led by Hambros 
Bank. The coupon of 6.75 per 
cent was higher than the 
usual 6u5 per cent fra* this 
maturity from the triple A 
borrower. The premium 
reflected a call option allow- 
ing the bank to redeem the 
bond at par after two years. 

In line with other Austra- 
lian dollar bonds aimed at 
the retail market, the issue 
had no Arad re-offer price. 

L-BANK, the state develop- 
ment bank for Baden-WOrt- 
temburg raised $250m from a 
three-year bond led by SBC 
Warburg. The re-offer price, 
fixed at the same level as the 
equivalent three-year US 
Treasury, held at that rate in 
subsequent trading. 
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The issue was aimed 
mainly at the Swiss retail 
market, where banks have 
recently reported strong 
liquidity. Officials said 
demand was particularly 


strong for short-dated dollar 

1sSUj6S 

BANK OF AUSTRALIA 
also raised $250m from a 
five-year bond led by Morgan 
Stanley International. 


Demand mainly ramm from 
hnnVc and bank-managed 
funds, with the re-offer price 
of 8 basis points above three- 
month Libor widening only 
sli ghtly in later trading. 



By Jeremy Grant 
in Ho Cbi Mnh'Cay 


Thomson BankWatch, the 
■New York-based hank rating 
agency, has downgraded its ■ 
sovereign risk rating for 
Vietnam and nine ‘of its bigr 
gest banks. . 

The move reflects concern 
over the country’s willing- 
ness to meet financial com- 
mitments in. the. face of 
mounting short-term trade - 
debt - ' •_ ' 

A string of : recent loan 
scandals and trade-related 
defaults have added to con- 
cern over Vietnam’s fragile 
foreign exchange reserves 
and its troubled banking sys- 
tem. which is saddled -with 
large nan-performing ^ loans. . 

Among the h»wirs listed, 
were three- state-owned 
banks - Vietcombank, the 
biggest, and Extmbank and 
Maritime Bank, previously 
regarded by bankers as 
among the healthiest semi- 
i^ivate banks. ..... . ’ . 

The agency said if had 
downgraded Vietnam's sov- - 
ereign rating from B minus 
to C, prompted in part by 
"dwindling foreign -exchange 
reserves" and reports that 
Hanoi was giving precedence 
to domestic .banking, laws 
over- ihtemationaT banking 
conventions. ■ 

Earlier this month, Vlet- 
combank refused to pay a 
number of foreign banks 
money owed under letters of 
credit, saying local banking 
law preventing It 'from doing 
so until it had first been paid 
by its cliwitw T ntwmVttiftnaT 
hanking conventions say 
this does not affect bank-to- 
bank obligations 

“Our ' feeling is that 
enough is enough. We've 
been seeing piling up some 


disturbing news about banks 
not paying for reasons that 
have nothing to do with 

normal practice,” -said Mr 
Fhftlppe Delhaise, president 
of Thomson BankWatch 
Asia in Hong Song. 

wnnni has not commented 
on the - country's b ankin g 
-problems, adding to nervous- 
ness among foreign bankets. 
That is largely due to .an 
.obsession with secrecy that 
saw a recent dampdown by 
the Communist party on 
local reporting of b ankin g. 

However, a senior Yiet- 

TV YrnKiirtlf official brok®- Offi- 

dal silence on Tuesday, say- 
ing . Vietnam's ability to 
honour its fiTrannial commit- 
ments was beyond reproach. 

“We can say that the pay- 
ment ability of the state has . 
been improved.. and will be- 
improved,” ' the official told 
the Reuters news agency. 

figures released- yesterday 
showed that the country's 
trade deficit had narrowed 
sharply in the . first five 
'months of 1997 to...$L2bn, . 
from $1.9bn In the same 
period a year ago. 

Some bankers were 
encouraged, saying the 
decline should ease- 
short-term pressure on the 
Vietnam's foreign exchange 
position. They added that 
increased liquidity in the 
fledgling treasury bill mar- 
ket was. another positive 
sign. ’ 

However, more than flbn- 
in letter of credit payments 
- some deferred - are foiling 
- due this year after a surge in 
short-term trade financing 
from abroad last yean ' 

Thomson BankWatch put 
Vietnam's foreign exchange 
reserves at $i.6bn, equiva- 
lent to only seven weeks of 
i mport s . 
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WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 

Rad Day's Week 

Coupon Date Price change Yrid ago 


■ BUND FUTURES OPTIONS (UFFE) DM250.000 points at 100% 


Month 


AuatraDa 

iaooo 

10*07 

121.5737 

+0240 

722 

727 

7.60 

Austria 

5.750 

04/07 

B92900 

+0250 

524 

5.90 

276 

Bteenm 

8250 

03/07 

103.5100 

+0.450 

5.77 

521 

525 

Canada * 

7250 

06/07 

1062500 

+0.060 

6.13 

624 

251 

Oerenrak 

7.000 

08/07 

104.1800 

+0.170 

6.43 

626 

622 

France BTAN 

4.750 

03/02 

100.7059 

+0.040 

426 

423 

4.69 

DAT 

5.500 

04/07 

99.3400 

+0 070 

5.59 

5.60 

264 

Germany Bund — - ■ 

J3.000 

07/07 

1023300 

.•+BOJ0- 

6,60 - 

5.73- 

* 277 

Ireland 

aaaa 

08/06 

naaooa 


621 - 

624.. 

628 

Italy 

6.750 

02/07 

100.4000 

♦0.740 

6.60t 

626 

7.12 

Japan No 145 

5200 

03/02 

1182266 

-0250 

1.76 

123 

1.7B 

No 182 

3000 

09/05 

1032552 

-7200 

2.48 

228 

222 

Netherlands 

5.750 

02/07 

1012600 

+0.060 

526 

520 

528 

Portugal 

9200 

02/06 

1212000 

- 

B25 

625 

6.40 

Spain 

7250 

03707 

1072500 

+0.100 

621 

624 

838 

Sweden 

8.000 

08707 

109.6217 

+0230 

626 

621 

825 

UK Gats 

7.000 

06/02 

99-25 

+7732 

725 

7.03 

291 


7250 

12707 

101-06 

♦ 11732 

729 

7.13 

7.05 


9.000 

1006 

114-09 

+13732 

7.14 

7.19 

7.11 

US Treaswy * 

8.625 

05/07 

101-15 

-3732 

6^42 

8.43 

268 


6.62S 

02/27 

98-29 

-6/32 

8.71 

8.72 

629 

ECU (Fiench God) 

7.000 

04708 

107.6600 

+0.110 

5.86 

591 

522 


Strike 

Price 

Aug 

Sep 

CALLS - 
Oct 

Dea 

Aug 

Sap 

PUTS — 
Oct 

Dec 

10160 

028 

025 

072 

122 

047 

0.74 

1.45 

1.78 

10200 

043 

068 

024 

am 

072 

097 

1.77 

2.05 

10250 

024 

047 

029 

0.6S 

1.03 

. 126 

ZM 

228 

Esl vol MW. Ctas 10414 Puts 22SSS. Ptwku span tat, Ctela 119063 Puts 15477H 


Strike 

Prioa 

8000 

8050 

8100 

Ebl «l total, i 


CALLS 


Sep Dec 

27U3 
. 28.53 
25.03 

i iBoa Putt sow. nariM day's 


Bap 


POTS 


Dec 
0 
0 
0 

open ml Cali Bsazo puts 77*03 


London ctaang. "Now Voth me -coy Yields: Local moM 

t Cma AncAaftv w Mtotfry Or a 125 per aert parade by nonmde nt al 
Pncas US. LHC in attars m dketraf Sowck Standard &Pot 


Spain 

m NOTIONAL SPANISH BOND FUTURES (MEFF) 


US INTEREST RATES 


Latest 



Treasury BOs and Bond Yields 




Offll IIHTtf* 



Prana rate 

7*« 

5** 

Two nondi 

- Three yn» 

817 

622 

643 

6H 

FtdJumh 

FwUsteW Wamaxw 

50 mxta — 

Ojt jtoi 

53B 10-year 

863 30-year 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATO FF»S00.(M0 


Strike 

Price 

Aug 

Sep 

CALLS - 
Oct 

Dec 

Aug 

Sep 

POTS — 

Oct 

Dec 

113 

1-22 

1-47 

1-53 

2-18 

0-26 

051 

1-21 

1-50 

114 

0-48 

1-00 

1-21 

1-61 

0-62 

1-13 

1-53 

2-19 

115 

0-23 

0-44 

0-00 

1-24 

1-27 

1-48 

2-28 

2-56 

Esl VOL coat Cob 5637 Puts BOB. PravtOU dayta opan «_ Can JB238 Putt 18887 



Open 

Soft pneo Change 

Hqn 

Low 

Eel vol. 

Open bte. 

Sep 

129.00 

129.14 

+028 

12924 

128.94 

107.953 

204.870 

Doe 

97.62 

97.76 

•O-B 

97.82 

97.62 

154 

2.095 

Mar 

97.02 

97.18 

+029 

97.02 

97.02 

2 

- 


Ecu 

■ ECU BOW FUTURES (MAT1FJ ECUIOOOOO 


Sep 


Open Sen price CTtango 
B5.98 95.76 «U2B 


Kgh 
9a io 


■ LONG TERM FRENCH BOND OPTIONS (MATIF) 


SMua 

Price 

Jut 

- CALLS - 
Aug 

Sep 

Jul 

- PUTS - 
Aug 

Sep 

128 

3.15 

310 

33! 

0 01 

0.D7 

020 

127 

2.15 

2.30 

246 

OOI 

017 

034 

126 

1 15 

1.46 

1.63 

0.01 

033 

056 

129 

0J2 

0.00 

1.07 

0.06 

0.66 

0.93 

130 

OOI 

035 

059 

0.87 

- 

- 

Est wol 

ootA Cab 1S.7K Puts 1>.m FnMoui day-j com m. Cats 139/175 Putt IML23E 



Open 

Latest 

Sep 

112-06 

111-27 

Dec 

111-25 

111-15 

Mar 

- 

111-15 


Germany 

■ NOTIONAL GERMAN BUW FUTURES lUFFEl' DM250.000 IQQths rf 100% 
Open Sen price Change Hgri Low Esl va ( Open Mt 

Sop 101.60 101.71 +OJJ? 101.76 101 186894 254475 

Dec 100 66 100.77 -^0.06 100.80 100.60 3832 10219 


F7SE Actuaries Govt Securities 

Price Incicea Wed Day^i Tue Acaued xd «4- 

UK CM to • Jun 25 change* Jun 24 Warart yW 


UK Indices 

— Lour ooapoti yield — - Medium coupon yMd - — Wgii c oupo n jrfeid — 
Jun 25 Jwi 24 Yr. ago Jut 25 Jun 24 Yr. ago Jui 25 Jun 24 Yr. ago 


Italy 

■ NOTIONAL ITALIAN OOVT. BOND.fBTF) FUTURES 

— ^ ^ qgFe'-Ura j aeotTrTOMa • 

Open Sett price Change High Low Eat vol Open wl 
S ep 133m 134 SB +0-38 134.74 13&85 60946 96480 

Dec - 107.03 +0-48 0 270 

■ irALIANQOVr. BOND |BTV} FUTURES OPTIONS (UTTQlkifiOOrnTOOlhi of 10DK 


Open Soft price Change High Low Eat voL Open bn 

Sep 11886 116.96 + 0.11 117.03 118.70 73,485 93JI74 

Dec - 10025 - r - B 7 

UK 

■ NOTIONAL UK OILT RITURES w FFQ* E30JQ0 32nda of 100% 

Open San price Cringe High Low fin vd Open bn 

Jun 114-00 114-11 +0-13 114-11 114-00 48 1002 

Sep 113-15 113-30 +0-13 114-04 113-14 82902 U 

■ LONG CULT FUTURES OPTIONS (UFFQ £50.000 B4the d 100% 


Low EaL voL Open bit 
9508 551 4^125 


US 

■ US TREASURY BONO FUTURES (C8T) SI OOJIOO 32nda of 100% 

V> rtgri Low fin wot. Open bn 

112-07 111-23 253J221 423.111 
22 111-25 111-10 291 25228 

SO 2,099 

Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BONO FUTURES 

IIJFFE} YlOOm IQOtha at 100% 

Open Ooee Change Hgh Low EaL vol Open bn 

Sep 123.08 - - 123.32 123.01 2B31 n/e 

Dec 122.56 - - 122 OZ 122JS8 10 n/a 

- UFFE tutu— Wso tmdsd on APT. am Opan I — at Bga. are for pntutoua doy. 


I UK GILTS PRICES I 
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-TW- -Swate- 

Hates (t) (2) Price 2 +»- Mfti law 
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A — i an tFoaa radatnpdon ytakto am atawn aao—1 Coupon Bandc Low: OK-TWt; Madbwc MWWH; Hlglc 11% and over, t Ftat ylakL ytd Taar to date. 


Gilt Edged Activity Indices 

Jin 24 Jui 23 


Jun 20 Jui-19 Jun. 18 


FT Rxed Interest Indices 

Jun a Jw 24 JW1Z3 Jin 20 Jun . 19 Yi iqd »gh' UW 
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CURRENCIES AND MONEY 


Surprisingly upbeat tankan lifts yen 



MARKETS REPORT 


By Simon Kuper 

The yen rose yesterday after 
the Bank of Japan's, tanlrap 
survey of business sentiment 
showed a stronger reading 
than expected. The diffusion 
index far major manufactur- 
ers was +7, where the mar- 
ket had forecast a The read- 
ing raised prospects that the 
Bank of Japan might raise 
interest rates sooner than 

expected. 

The tankan initially sent 
the yen soaring Yl_5 against 
the dollar to Y113.37. But it 
fell back later, after falling 
to break resistance around 
Y113.45. Currency strategists 
said many Japanese institu- 
tions bought the dollar on 
dips, perhaps on request 
from Japan's government 

The dollar was also helped 
by Bank of Japan warnings 
that the tankan was weaker 
than appeared at first 
gianw». Among other things, 
the survey showed poor sen- 


timent among non-manufac- 
turers and Small CIMTipronip*; 

The yen closed Y1 higher 
in London at Yli&s to the 
dollar. Strong US existing 
home sales figures and weak 
durable goods orders can- 
celled each other out and 
had little impact on the mar- 
ket Traders still expect the 
Federal Reserve's Open Mar- 
ket committee to leave rates 
unchanged after its next 
meeting ends on July 2 . 

The lira rose L12 a gains t 
the D-Mark to hit a live- 
month high at L976.0. The 
currency's recent gams have 
been driven by the surge in 
Italian bonds. Their yields 
have fallen to a record low of 
just 112 basis points over 
German bonds, thanks to 
the growing belief that Italy 
will join the start of Euro- 

* had la Maw York 
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pean monetary onio n, and to 
low inflation - which i$ 
below even German levels. 

The market continued its 
vigil for the Bank of Italy to 
cut its discount rate from 
6.75 per cent Many strate- 
gists noted that the mini- 
mum rate at the bank’s lira 
repo operations fell to an 
historic low of 636 per cent 
yesterday. 

Mr Nick Parsons, currency 
strategist at Paribas Capital 
Markets in London, said that 
if the lira broke through 
L975 to the D-Mark, it could 
quickly rise as high as L972. 

Sterling fell on profit tak- 
ing after the UK's global 
trade deficit for April 
emerged larger than expec- 
ted. Exports rose, but the 
faster growth in imports was 
taken as a new sign that 
sterling's strength is hitting 
UK manufacturers. However, 
the pound rebounded from a 
low of DM2J3583 against the 
D-Mark to dose at DM2J368, 
just 0.4 pfennigs down on the 
day. 


fiunvwi contracts 

Mart!(V19S8 futures corftact 
(bklprfa* 

S&2 — : 



■ The markets now expect 
Japan to raise interest rates 
late this year. Euroyen 
futures contracts dipped yes- 
terday to reflect this view - 
the March 1996 contract now 
prices in rates of more than 
1 per cent. Currently rates 
are 0J> per cent. 

Yesterday's gains in the 
Nikkei stock index fed the 
view that rates would indeed 
rise. With the stock market 


showing it can live with 
higher rates, it becomes 
easier for the Bank of Japan 
to raise. 

Mr Michael Burke, senior 
economist at Citibank in 
London, said a rate rise 
would scarcely hit the econ- 
omy. Real interest rates 
were currently negative, he 
noted. “The Bank of Japan 
would be taking its foot of 
the accelerator, rather than 
putting its foot on the 
brake." 

■ Mr Brian Marber, the 
technical analyst, has writ- 
ten a poem attacking his 

f imrianipntalte t rival* 

He has also forecast that 
the dollar will fall to 
between Y104 and Y109 


JB2S £ S 

Cadi [»> 51807 ■ 0*44317720 - 718200 
ftrogtty fflUM • 30Bi32 181370 - 180.420 

t» tnn- ^t ww*— 1 *** - 

IMI (LS024 - BW nupn . QJK1 
MHO 5J8ZJ - 13880 3232 - 12320 
fetoa «M41 • 9585 M 57*400 - 578UB 
UA£ &T0G0 - 11134 36724 - 15728 


against the yen by August 9. 
The dollar has had five 
upswings since 1978, be rea- 
sons. All had one thing in 
common. As soon as the one- 
year average was penetrated 
conclusively on the down- 
side, the dollar fell between 
5.6 per cent and 17.1 per cent 
in the next five to nine 
weeks. Ominously for the US 
currency, the one-year aver- 
age was penetrated at the 
start of June. 

■ Mr Parsons predicts a duD 
month. The dollar ha* traded 

in a range of just 8 pfennigs 
against the D-Mark since 
February and seems stuck 
there for now, he says. Hie 
doilar/yen rate has been 
more exciting, with the dol- 
lar plunging 12 per cent in 
May. But now, says Mr Par- 
sons. governments seem to 
want to keep the currency 
between Y113 and Y115 l And. 
he remarks, “the market lis- 
tens to the authorities with 
much more respect after the 
carnage of May." 
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Open 

Sett price Change 

Wtfi 

Low 

Eat- vol 

Open M. 

Sep 

92.95 

9257 

+051 

9259 

9255 

20880 

130103 

Dec 

92.74 

92.78 

+002 

9250 

82.74 

21794 

111848 

Mar 

a 9(0 

9258 

+004 

82.70 

92.62 

15018 

83885 

Jun 

aa*a 

9254 

+058 

9256 

9258 

15883 

53489 

Sep 

pa ra 

92.63 

+007 

9255 

9259 

6873 

34871 
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■ SHOUT StHIUWO OFIIOWS (UFFE) £500000 points of 100% 


Strike 

Price 

9275 

9300 

9325 

Sap 

026 

009 

002 

3 jjiiC 

Mar 

023 

012 

008 

Sap 

004 

012 

050 

- PUTS - 

Dae 

016 

050 

049 

tar 

050 

OM 

059 


E«i. vol row, crea 4ioa pure area nmm deire wan int. o* 12444a am iig2se 


Jon 25 

Ecu con. 
rates 

Rata 

against Ecu 

Chenga 
on day 

% +/- tram 
can. rata 

% apraad 
v weakest 

Dtv. 

tod. 

torianrt 

0798709 

0.750831 

-0403243 

-558 

953 

40 

Portugal 

197598 

193510 

-0172 

058 

221 

-4 

Ftotoad 

5-85424 

558425 

♦00132 

068 

249 

-5 

Daly 

190348 

192121 

-158 

077 

240 

-8 

Spain 

183526 

163100 

-0038 

150 

158 

-10 

Danmark 

754555 

7-48135 

-040088 

156 

0.79 

-14 

Netberimdi 

2.16879 

221380 

+0400T3 

2.03 

0.74 

-15 

Germany 

152573 

156684 

-040038 

2.13 

084 

-21 

Austria 

135485 

135404 

-0403 

2.15 

082 

-18 

Balghan 

39.7191 

4R5964 

-0407 

018 

050 

-16 

FYanca 

345863 

853865 

-040087 

2-79 

040 

-23 
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Greece 

285569 

310564 

+024 


-227 

- 

UK 

0.793103 
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+0401182 

-13.67 
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- 
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Price 


CALLS - 
Aug 

Sap 

Jd 

— PUTS - 
Aug 

Sep 

259 

348 

056 

157 

149 

2.17 

253 

051 

150 

254 

1.86 

2.10 

1/41 

253 

242 
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1560 1.44 

1570 094 
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Strike 

Price 

Jii 

- CALLS - 

Aug 

Sap 

Jul 

- POTS - 

Aug 

Sep 

0575 

074 

1.10 

159 

021 

048 

OBI 

0560 

0.43 

083 

149 

0-41 

067 

052 

0585 

024 

059 

084 

0.70 

091 

148 
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BASE LENDING RATES 


Atom t Compary 550 
Alad bkh Bank (G8) 650 
•HarayAnsfaaetw 650 
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Bank of QypiB 650 
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Baft or Ma 650 
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BatoyaBs* 650 
BrtBkrtUdEasa 650 
•BoanSfpkytCoUd 655 
CKbttnkNA < ■ 680 

Oydeadate Bat* 850 
ThBOMparatiwBtu*S50 
Couto&Co 650 

CnwaPopvtoBarft B50 


% 

Diresn Ltrerre B50 
Exato Bark Lbnked 750 
FfcvsialftCertBaift 750 
•Hobart Ftonaig 6 Od 650 
aototoUtni 650 
Hast) Bar* AG Zbtfch 650 
to to ntiroaBark 650 
yWWto » Gan bw BH65Q 
OHosaeaCo 650 
Haofcong * Shanghai 850 

bwearec Bar* (UK) 15*50 

Jtfar Hodge Bank 650 
■Laopoti Joseph 4 Sons 650 
LipydBBai* 650 

MdandBo* 650 

NatWeeamktiar 650 
■nBa&sthas 850 
Royal Bk of Scotiand 850 


•Sngar a Friadhnfar 650 
•OntfilWfcttn Sacs&50 

Scottish Widow Bat* 650 

TS8 MO 

Utoad Barii ofKuwtaZD 
UntyTnof BartcRc 650 
WesarnTraot 650 
WHuasytoklOT 650 
YofeHreBar* «0 

• Moidbeis4f Ldndan 
bwestmertBartov 
A*9d ewon 
- in adiftfabtoun 



Open 

Ufas 

ChNiga 

Hflh 

LAV 

EaL vol Open M. 

Sep 

84.14 

94. M 

-043 

94.15 

94.13 

48593 

507,943 

Dac 

’ 9354 

9354 

- 

9356 

9352 

57.165 

423570 

Mn 

9358 

8356 

- 


B354 

41405 



(WM)S1m per 100% 


S#p 
D ae 
Al Open 


9452 


0452 
9454 

Age. to tor pretoro day 


9452 0452 


238 

28 


7588 

366 
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Strike 

Price 

Jul 

Aug 

CALLS “ 
Sep 

Dec 

Jul 

AS 

PUTS 

Sep 

Dee 

ACTS 

008 

0.10 

010 

0.10 

0 

042 

002 

Oil 

9700 

0.01 

041 

001 

042 

018 

018 

018 

028 

9726 

0 

0 

0 

0 

042 

042 

042 

051 
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Ok 
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028 
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055 

9900 
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BB.to.ne. 
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COMMODITIES AND AGRICULTURE 


Opec members to return to export quotas 


By Robert Corzine ki Vienna 
and Gary Mead in London 

Some of the world’s biggest oil 
e xport ers last night agreed to 
return to their Opec Quotas after 
several days of campaigning by 
Saudi Arabia and Iran for greater 
production discipline within the 
Organisation of Petroleum Export- 
ing Countries. 

The - ministers meeting in a 
three-hour informal session with- 


out their aides also agreed to roll 
over for six months the present 
production ceiling and to main- 
tain individual national quotas. 
But they also agreed on certain 

“ lindm-talring B" pled g in g them tO 

adhere to those quotas, according 
to Mr Rflwanu Lukman, Opec’s 
secretary general. 

The initial statements about the 
decision elicited some scepticism 
from traders and analysts attend- 
ing the Vienna meeting. But Mr 


Abdaha El-Badri, Libya’s oil min- 
ister, said it would be up to' the 
markets to decide whether the •_ 
Opec action was credible or not _ 

The Tnwwag u! that is thoug ht to ‘ 
have been delivered at the meet- - 
lag was that only relatively gman . 
cutbacks would be needed in Opec 
output to help prop up prices. 

TJnllke at previous meetings, - 
Saudi Arabia has deliberately ; 
adopted a higher profile' this, 
week. Mr All Naimi, the Saudi oil' 


minister, has clearly decided bis 
delegation should be seen to be 
taking a more active part in this 
west’s talks. 

Over the past few days Mr 
Naimi has moved frequently 
between the various hotels bous- 
ing the 11 delegations, meeting 
different combinations of Opec 
member states. Oil traders and 
analysts doubted, however, 
whether the change of style would 
result in any substantive action. 


Another topic of speculation 
yesterday was the timing of Iraq’s 
ret u rn to the off markets undo: 
the second pbasb of the UN’s off- 
for-food programme. 

Baghdad Is' angry that the bulk 
of the funds raised from the sale 
off $2bn worth of oil in the past six 
months is still iflw gnfBMng in 
.western escrow accounts, instead 
off beii® used to purchase food, 

' medicine other 
items. 


Traders fear that an early reso- 
lution of the dispute could trigger 
a sudden return off Iraqi exports to 
. the off markets and , lead" to 


; Lack of firm' news from the 
Qpec meeting left the- price for 
Brent oil on London’s Interna- 
tional Petroleum Exchange little 
changed yesterday. Brent for 
August delivery was up . 38 
cents ' a barrel In. late 

trading. 


Coffee row 
rocks Liffe 


GMS strikes a rich seam in Sardinia 


After a gap of some 400 years, gold is being 
poured again today on the Italian island 


By Gary Mead 

A dispute bas erupted 
between some large coffee 
traders and the London 
International Financial 
Futures Exchange over the 
new quality-grading scheme 
for robusta coffee operated 
by the exchange. 

Liffe is today due to make 
an announcement concern- 
ing the clash. 

Traders have complained 
that the rules in effect mean 
that at least 24,000 tonnes of 
coffee that had received a 
Liffe three-year quality certi- 
fication must he regraded. 

“Coffee traders are angry 
that they potentially stand 
to lose about 850 a tonne on 
coffee that passed the old 
quality tests but might fail 
the new,” said one trader. 
“People who had that three- 
year certification face a 
financial loss not of their 
own making.” 

The change in the grading 
rules was announced by 
Liffe in March 1996 after two 
years of deliberation and 
consultation. It takes effect 
next month and was intro- 
duced to take account of the 
growing importance of non- 
African robusta producers, 
such as Vietnam. 

The most important 
change in the grading pro- 
cess concerns tests for 
mould. 

Under the old rules, exami- 
nation far mould was a sub- 
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jective process, but the new 
regulations have introduced 
a measure of objectivity, by 
stating that the presence of 
10 or mare mouldy beans In 
any 5Q0g sample means that 
it fails the quality test 

Given that there are about 
8,500 beans in 500g, it is 
proving much easier to fail 
this more rigorous test 

One coffee trader said: “In 
the case of Ivory Coast 
robusta, which normally 
sees around 80 per cent off its 
produce meeting the grade, 
only 20 per cent is currently 
passing. These rfrangare were 
announced two years ago in 
-order to reflect the growth In 
the robusta business, but 
ironically they have ended 
up by restricting it.” 

Liffe nffiriaig have so ter 
argued that the more strin- 
gent mould test is essential, 
as moisture and mould have 
been linked by scientists to 
the presence of ochra toxins, 
micro-organisms which in 
turn have been connected to 
the development off cancer. 

it is too early to tell how 
big the losses might be for 
traders stuck with beans 
that tea to meet Ufte's new 
tests. 

But they are deeply 
unhappy. One said yester- 
day: “There Is a growing 
feeling among the trade that 
Liffe has become too big and i 
that the powers that be there | 
don't understand physically- 
deliverable markets." I 


A little Russian-built, 
four-wheel drive 
vehicle manoeuvres 
around a boulder cm the nar- 
row track along a hillside 
□ear Osflo, in the north of 
the Italian island of Sar- 
dinia. “That rock is worth 
$20,000,” says Mr John Stock- 
ley, with a grin. 

Mr Stockley is a consult- 
ing geologist working for 
Gold Mines of Sardinia, a 
«wip»wy managed by Aus- 
tralians which last year was 
listed on London's Alterna- 
tive Investment Market 
( Aim) and the Luxembourg 
stock exchange. 

In 1988, gold was discov- 
ered by students from the 
University of Cagliari, the 
napitfti of Sardinia. This was 
startling because, although 
Italy is Europe's biggest con- 
sumer of gold, it has not pro- 
duced any tor at least 400 
years, when the Spanish ten- 
tatively mined for gold along 
the coast of Sardinia. 

Although there is a long 
history of mining on Sar- 
dinia — stiver, lead, zinc and 
copper have been produced 
in the past, and today silica 
sand, kaolin, felspar and 
bentonite - no new mines 
have been developed in Italy 
tor 20 years. 

The gold at Osilo was 
missed over the centuries 
because it is virtually invisi- 
ble and finely disseminated 
through the rock. After the 
discovery, Sardinia’s 


regional gov e rn m ent decided 
to go into partnership with a 
company that could provide 
the experience and expertise 
to identify and extract the 
gold. It chose Gold Mines of 
Sardinia. 

Nevertheless, some local 
people showed a great deal 
of scepticism when the Aus- 
tralians arrived. - - 

“Some people won't 
believe there’s any gold on 
Sardinia until they know it 

has actually been produced,” 
Bays Mr Pietro Pinna, presi- 
dent of Emsa, Sardinia’s 
domestic milting 1 group. 

The wait Is over. Today 
the first gold will be poured 
at the Furtei min e, 40km 
from Cagliari In the south of 
fha island. 


G MS owns 70 per cent 
of Sardinia Gold 
Mining, the com- 
pany tibat has developed Fur- 
tei and has the exclusive 
lights to explore for gold 
anywhere on the island - 
roughly 280km long and 
120km wide. An Emsa 
subsidiary, Progemisa, owns 
tha remaining 30 per rent 
When GMS was listed on 
Aim a year ago, it said it 
would produce a modest 
25,000 ounces of gold annu- 
ally from four open pits at 
Furtei for about three years 
to generate cash flow for fur- 
ther exploration. 

. However, Mr Bill Humph- 
ries, SGM chief executive, 


says so much gold is being 
collected that be expects to 
produce 45,000 oz a year, pos- 
sibly rising to 70,000 oz. In 
addition, exploration in the 
area in the past six months 
has been so successful it has 
doubled the mine’s expected 
life. 

Mr Humphries wants to 
push ahead with exploration 
at Osflo, on the other side of 
the island, so a bankable fea- 
sibility study can be ready 
by the end of next year. 

SGM also needs to explore 
the rest of the island so ft 
can put other prospective 
areas under lrremm*; it has 
already tied up nearly 
800,000 hectares. The compa- 
ny’s exclusive right to 
explore for gold expires next 
April, but, given its warm 
relationship with the 
regional government and 
Emsa, Mr Humphries 
expects that an extension 
will be granted. 

GMS was founded by Mir 
John Morris, its. managing 
director, »Tiri Mr John Chap- 
pell, a «mm1ttng geologist 
and non-executive director, 
who had been responsible 
for the discovery and devel- 
opment Of a dutch Of mining 
projects in Australia. 

But it has not been all 
plain sailing. Mr Morris 
admits that a full year was 
lost while GMS negotiated a 
grant from the Italian 
government There were fur- 
ther delays when heavy rain 






John Morris: wants GMS to he a pare gold play 


Kometti Goodng 


held up construction work at 
Furtei for . about . three 
months. 

SGM spent US$13m to get 
Furtei up and running. 
About $lm a year has been 
spent on exploration near 
the mine, and this is likely 
to be increased. Another $4m 
was spent exploring and dril- 
ling elsewhere an the island 
last year. Running costs are 
expected to be low at Furtei, 
under $200 an ounce. 


“There is enough work to 
be done In Sardinia for a 
company five times our 
size,” says Mr Morris. “The 
destiny of GMS must be in 
Europe. And we want to be a 
pure gold play." 

He suggests that in about 
two years, when a mine at 
Osilo is in production. SGM*s 
- and Italy's.- annual gold 
output will rise to 200,000 oz. 

Kenneth Gooding 


Copper 
falls on 
selling 
by funds 


MARKETS REPORT 


By Kenneth Gooding 
and Gary Mead 

Copper prices were driven 
down again yesterday by 
more speculative selling- 
Copper for delivery to three 
months on the London Metal 
Exchange dropped to $2^S5 
a tonne at one point its low- 
est for seven weeks and 
$230, or 9 per cent, below 

fire $2£9€ seen last Friday. 

Mr William Adams, ana- 
lyst at Rudolf Wolff, 
suggested the selling c ame 
from investment funds 
anticipating a copper supply 
surplus that is* widely pre- 
dicted to materialise later 
tins year. 

Some traders said yester- 
day’s small rise in LME cop- 
per stocks, the expected 
slowing of: demand daring 
the northern hemisphere 
summer, and copper’s fail- 
ure to drive conclusively 
through the key level of 
$2,600 a tonne earlier this 
month, had combined to 
keep buyers away. They said 
the tell was exaggerated by 
options-related activity. 

At the close, three- month 
copper had recovered 
slightly to end at $2^78 a 
tonne, still $64 down from 
Tuesday’s dose. 

■ The recent rise in cocoa on 
the London International 
Financial Futures Exchange 
ran out of steam yesterday 
as profit-taking halted a 
rally that took the Septem- 
ber future to a one-year high 
at the start of the week. The 
September contract was 
down £10 a tonne to £1,136 
- having peakedat £1,150. 

A similar pattern was 
seen on the New York Cof- 
fee. Sugar and Cocoa 
Exchange, where the Sep- 
tember contract had lost $27 
a tonne by midday to $1*685. 

On Liffe, coffee also foiled 
to sparkle, though the Sep- 
tember future finished up 
$35 at $1+850 a tonne. 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Trading] 

■ ALUMBOUM, M.7 PUfUTY (S py tonne] 

Cash 3 mBM 
Ctaoe 1535-36 1559-60 

Previous 1561 .5-29 1585-6 

hSgh/tow 157W1543 

AM OtflcW 1553-509 1575-759 

Kert» dose 1569-70 

Open Int 256,564 

Total daily tutwvor 108906 

■ ALUMINIUM ALLOY » per tonne] 

Close 1432-37 1460-63 

Previous 1435-40 1466-8 

MgrtfM 146271450 

AM Official 1433-34 1462-64 

Kerb dose 1460-65 

Open to 4962 

Total aaly turnover 1,708 

■ LEAP S per tonne] 

Close 604-5 BIB-8 

Previous 6059-6.0 620-1 

IfgMow 604.5 831/616 

AM Official 604-5 617-8 

Kerb dose 618-9 

Open to 33.748 

Total dally turnover 4,353 


Precious Metals continued 

■ OOCP COMEX POO Troy oz; S/trpy eg.) 

Ml Dqrs Open 


GRAINS AND OIL SEEDS 

■ WHEAT LFFE pOO tonnes; £ per tonne} 


SOFTS 

■ COCOA UFFE (10 tomes! 


Ml Dqrs. Open . Ml Dsy*a Open 

pitas Urn os Kph tow W tat v-. : . .priof .ciNaga 18*' Low M tat, , 

*m 337 J -05 mo 3389 34 SOB Jta 8190 +100 81.50 7850 - 63 2&G 

MS 339.0 -05 3419 338.7 18987 85947 Sip 8490 +470 8490 83.75 5 178 

Od 341.5 -05 343.7 3415 78 8938 Nov BBJ5 +445 8750 8485 128 3960 

Dsc 344.0 -0.6 3441 3447 390 27.745 JSC 6485 +455 8895 8850 100 1.780 

FM 3465 -09 - - 308 8989 Mr 8090 +440 9480- 8090 18 855 

Apr 3489 -48 - - 100 4578 May 8295 +455 8295 8290 11 561 

TeM 18,138*5981 1H4 325 79H 

■ PIATIHUM NYMEX (SO Troy azj Vtroy azj ■ WHEAT C8T (SJOObu rote; cans/SOb buM) 



MB 

Wi 




Opm 

. 

- , price i 

fata* 


fa" 

Ml . 

(ta - 


Ml 

1121 

-10 

1135 

1118 

5S2 

15,888 . 


Sap 

1137 

-9 

1150 

1130 

2,562 

31,538 

oa 

Doc 

1140 

-7 

1151 

1135 

1952 

34244 

Dec 

Mar 

1150 

-a 

1162 

1145 

1,121 

43.784 

fab 

m 

1161 

-8 

1189 

115B 

1,135 

18900 

Air 

Jta 

1173 

-7 

1185 

1172 

754 

5708 

Mm 

Tttta 





Uni754» 

Tttta 


MEAT AND LIVESTOCK 

■ UVE CATTLE CME (4Q,OOOIb6; contafoi) 

sm nays opn 


Jta 4115 +21 4165 4065 2577 5903 

Ota 4059 +49 4080 3984 1534 8778 

An 3995 +49 4020 3979 118 1,728 

Apr 3895 +4.6 - - 4 131 

Total 4929 18236 

■ PALLADIUM NYMEX (100 Hoy ol; 1/troy at) 


4.982 


Jm 

198.19 

-5.75 202JI0 201S0 

16 

82 

1,708 


Sep 

181.15 

+225 184JN) 17790 

243 

5919 



Deo 

177.15 

+450 17800 175.00 

52 

664 



Jm 

177.15 

+460 

- 

95 

604-5 

BIB-9 

Tttta 



311 

lfa« 


■ NICKEL CS pet tonne) 

Cfom 

6925-35 

7040-50 

Previous 

7055-65 

7170-80 

Higlvlow 


71B5/7010 

AM Official 

7005-10 

7133-35 

Kerb ck»e 


7040-50 

Open int 

51.734 


T trial daBy Turnover 

22.995 


■ TIM IS pea tonne) 



Ctose 

5520-30 

5570-60 

Previous 

5560-55 

5610-15 

High/taw 


5590/5550 

AM Official 

5530-35 

5575-80 

Kerb dose 


5560-65 

Open ini 

14.074 


Total dady turnover 

3.522 


M ZINC, epecltl high gratae CS per tore) 

Close 

1359-60 

1378-79 

Previous 

1386-7 

1403-4 

HigMow 


1400/1366 

AM Official 

1376-77 

1383-94 

Kerb dose 


1395-86 

Open M. 

95923 


Total dafer tumcMer 

34.636 


■ COPPER, grade A (5 per tome! 

Close 

2491-96 

2361-62 

Prnvvus 

2625.5-7.5 

2496-7 

faghflow 

2S52/2494 

2435/2355 

AM Official 

2550-51 

2431-32 

Kerb dose 


2372-73 

Open int 

120928 


Total tidy turnover 

151.488 


■ LME AM ondta U% rate: 10988 

LME Cloeing E/S rates 1.9640 



■ SILVER COSgX (5J00 Troy at; GvnU/toy mj w 

Mm 4752 +46 - - 2 2 2* 

Ml 4755 +65 4785 4745 16941 27946 TMS 

Cm 4805 +49 4039 <755 10984 33908 _ , 

On 4875 +47 4905 4885 832 8,419 — 

Jsn 489.4 +47 - - 1 18 Cm 

Mar 4944 +69 4950 4869 147 8938 Bar 

Total 389(3 88960 Mm 


Jta 331.75 -0.75 33590 32850 119«0 22292 

Sip 34090 +190 34350 33750 89*1 28,728 

Use 35250 +050 35650 35050 8970 26971 

Mr 357.75 +425 36280 337.00 7Z7 3985 

MW 35790 +290 38190 35500 38 312 

Jta 35290 +190 35450 35090 445 2117 

KM 2UB8 88925 

■ MAIZE CST (5900 Du min; ce«s/56ti bgshta) 

Jta 25825 -490 280.00 25SJ3 38932 57479 

Sm 24225 -473 24790 24290 12972 50978 

Dae 24875 -590 24579 24425 31958134973 

Mv 247.75 -450 25150 24750 1903 18904 

May 2S275 -450 25390 23250 S2S 1,965 

M 23850 -496 25890 25890 1944 5942 

Tttta 82855 272506 

■ BARLEY LH=FE Q00 tonnes; E per tome) 

Sap 8210 +150 34 


ENERGY 

■ CRUDE QO- NYMEX 0900 Darreto. S/barrta) 

Utata Day's 0p« 

price danga Oft fa* Vai to 

log 1896 -097 1994 1895 37926 100k 

Sip 1810 -410 1835 1603 17901 42212 

Oct 1819 -412 1443 1213 3968 28948 

Mr 1097 -0.14 1853 1825 1976 1BJ287 

DM 1840 -0.10 1280 1096 5507 40,077 

Mm 19.45 -0.11 1850 1245 1993 18917 

Trial 722873*161 

■ CRUDE OIL IPE (S/bnrTuQ 

Utata Oaf* Opca 

pbctapte Lev W tat 

Aap 17.78 -099 1799 17.70 13920 74975 

Sop 17.05 -410 1815 1799 5921 37,078 

Ota 1811 -098 1833 1810 3,436 15.482 

Mv 1824 -407 1828 1893 1925 14157 

Dec 1835 -0.04 1850 1831 1503 15583 

Jsn 1240 +0 01 1847 1240 16B 8927 

TcM oh ota 

M HEATING OH. RYNEX H2000 US Efc c/UB g&) 


Sm 8210 +150 34 

NM 8810 +150 8390 8495 54 1,175 

Jaa 87.10 +150 - 164 

Mar 8810 +150 15 

Hay 9090 +150 4 

Trtta 54 1562 

M SOYABEANS CBT g90MltoCVM6» MM 

Jta 81475 -1495 83190 81450 99,771 33978 

Aag 75450 -1390 76890 7S390 11941 29901 

Sep 68595 -090 89250 88490 3.134 14646 

MV 85790 -175 80490 85490 21947 54138 

Jaa 65850 -150 66350 65790 1«S 4511 

Mar 68250 -390 66890 88450 243 2456 

Total 6401144888 

■ SOYABEAN OIL CBT iBO.OOOto: oenta/lb) 

Jta 2248 -097 2278 2243 11.409 23968 

Aug 2U2 -028 2296 2281 8922 20JB9 

Sap 2280 -093 2395 2278 2323 11,340 

Ota 2278 -02 23.10 2273 1907 12479 

Me 2292 -097 2392 2288 4619 30917 

Jm Ztoe -025 2230 2208 350 2372 

Total 24SDBU5J22 

■ SOYABEAN MEAL CBT Q00 tone; S/ton) 


■ COCOA CSCE pO toman; S/tcmeta 

Jta 1051 -29 1670 1637 87 241 

Sep 1683 -29 1698 1875 4S1 41.480 

Dsc 1729 -26 1742 1715 1158 21,100 

Mar 1759 -29 1770 1747 952 22511 

May 1779 -24 1785 1772 454 4379 

Jta 1798 -20 1801 1787 159 B36 

TeM 14,749104,42* 

■ COCOA pGCQ) CSCB’artnpno) 

Mm 24 Pitas Piav. day 

DM 130355 1289.72 

■ COFFEE UFFS (5 tonnes; s/tonne) 

Jta 1832 +37 1832 1800 978 7,200 

Sep 1850 +35 1852 1820 1929 24968 

BW 1824 +29 1B20 1800 387 10909 

Jtai 1785 +27 1780 1784 150 3994 

Mar 1780 +27 1750 1740 53 552 

M« 1755 +22 1740 1740 4 53 

ToM 2381 44018 

■ COFFEE *C* CSCE (37500tae; centa/lM) 


Asa 82775+4400 63500 83.100 5915 43988 

Oct 67.100+6925 87.150 86575 2077 24928 

DCC 09525+0225 64700 60200 837 13J24 

Feb TIMES +0200 70550 70450 507 6569 

Apr 72975+0250 73525 72550 172 2958 

Mm 69550+0.125 80250 60950 214 1.172 

Total 4788 91 956 

■ LEAH HOPS CME (40.000tas; centaflba) 

Jta B2400-4400 82600 81500 3940 8908 

Aag 74190-0300 79300 78550 2904 12001 

Ota 71990-0225 71.100 70700 912 7254 

DM 67550-4175 67.900 07400 506 4568 

Ml 66525-0050 64650 68250 96 1980 

Apr 63925+0975 63900 83300 18 1905 

Total «9» 34717 

■ PORK BELLIES CME (AOJOOfce; oantaflba) 

Jta 81.100+4550 82900 79950 864 3284 

Any B1900 +4500 82000 80900 847 3928 

Hb 70225-1580 71900 74050 53 503 

Hw 64000-1525 70900 64000 1 18 

Jta 72000-0200 - 72900 1 2 

Tfctai 1,706 4640 

LONDON TRADED OPTIONS 

Strike price I tonne — CeM-— — Peas — 

■ ALUMINIUM 

(99.796) LME Jta Oct Jul Oct 

1625 30 76 6 31 



CROSSWORD 

No.9,4H Set by DOGBERRY 


Jta 

20800 

+290 20290 19800 220 996 

1550. - 

15 

82 

14 

Sep 

1B815 

+695 181.00 17*50 3J85 11,105 

1575 — 

B 

50 

30 

Ok 

157.40 

+3.05 15800 15395 1.116 4,789 

■ COPPER 




Mar 

14560 

+290 14575 14130 521 2350 

(Oracle A) LME 

Jul 

Oct 

Jul 

MW 

14060 

+190 14090 13850 195 811 

24S0 

80 

50 

20 

Jta 

13750 

+190 - - 13 218 

2S00.„ ’ 

32 

37 

42 

Tttta 


5963 28400 

2590 

16 

28 

75 


Seta 1 6631 3 AM 1 6580 6 nte 19518 9 ttte 19SH 
■ MQH GRADE COPPER (COMEX? 


Lrista Day's 
prise etaage Hgb 

51.75 +0.18 5220 
5295 +419 5250 
5270 -0.11 53.15 
53.67 -409 54.10 
54 85 -406 55.15 
5546 -0.11 55.90 


Lva Vm w 

5130 10.B55 14305 
51.75 4977 37971 
5250 1357 14719 
5330 1976 15972 
5435 1274 12988 
5440 812 15,717 

35215181,789 


Jta 

2689 

-4 

2729 

3684 

8570 28716 

— 

Ana 

247.4 

-3.7 

2509 

3479 

5950 21,483 

Jta 

sap 

2204 

-2.1 

2309 

2285 

1.753 13984 

0d 

Ota 

2184 

-14 

99n i 

2185 

1904 13927 

Mar 

Doe 

2144 

-14 

2169 

2139 

*375 28924 

May 

JM 

2112 

-19 

2139 

2112 

41 2983 

Jta 

Total 





2295010*961 

Oct 

■ POTATOES UFFE (20 tonnes; £ par tonne) 

Total 


Mv 359 - - - - 9 

Mar 809 -39 - _ - - 

Apr 659 -40 659 633 46 770 

My 779 -39 

J W 879 -39 

Tltata 46 718 

■ RIBflHT (BffFEX) LffTE (QIQflndex pokfl) 



Set! Dayi 

price chaise Hah Law 

W 

Opae 

tat 

■ OA 

a OH. PI 

SM 

ESfawl 

Oaf 

0pea 

Jon 

109.70 

-100 11280 10990 

495 

799 


price change mi fair 

VM M 

M 

1035Q 

-295 11390 10820 18322 15914 

Jta 

15025 

- 16125 15925 

0731 20907 

fa 


-290 11800 10840 

254 


Aag 

182.00 

-025 16390 16125 

2934 15282 

Sep 

10860 

-15S 11290 10890 

9971 

18501 

Sap 

1B4J0 

- 16599 1B3.7S 

1.I3D 6947 

Ott 

10730 

—1.65 10990 10800 

29 

1.273 

Oct 

18790 

-025 16790 1G625 

334 6274 

Nov 

10840 

-1.35 10750 106.00 

6 

1229 

Her 

169.00 

-025 16825 16850 

63 4,192 

Tttta 


27936 53978 

Dm 

UD90 

-025 171.00 17000 

338 9293 

PRECIOUS METALS 



Tttta 



$06 71931 

M LONDON BULLION MARKET 



■ NATURAL CMS AnC/C (10900 btobc; SToaBBL) 


Jon 

1285 

+10 

1285 

1285 

2 

411 

Jta 

1260 

+55 

1275 

1225 

207 

1954 

tel 

1Z1S 

+25 

1235 

1210 

63 

531 

Ota 

1385 

+24 

1400 

1370 

24 

ass 

JM 

1408 

+20 

1405 

1390 

25 

82 

Total 

Ctaae 

hn 



328 

3,143 

•fl 

1280 

1281 






(Prices suppBed by n M RatoschM) 

Oold(Troy«j S price C aguv SPf fqtav 


303.48 40488 
20325 486.66 


Oold(Troy«j S price C equrv SFf eqtav 

CUM 33860-339.10 

Opening 33790-33410 

Meaning fu 338.70 203.48 40488 

Altanoofi fa 338.45 20325 486.66 

Day’c Vflgh 33925-334SS 

Day s Low 33730-33410 

Previous dose 33330-33480 

Loco Ldn Meen Gold Leodtog Rates (Va liSS) 

1 month 4.47 8 months _.-.„4.4l 

2 months —,.^...447 12 months —422 


SRver FU 
Spot 

3 months 
6 months 
1 year 
Gold Coins 
KwStarand 

MoptaUet 
Mow Sovenspi 


Utata Bay's 

pries tamps Had Lew 

Jul 2270-4018 2305 2270: 

Aep 2250 -4019 2280 2250 

S W 2250 -0.006 2270 2240 

Oct 2250-4007 2270 2240 

Mat 2370-4002 2380 2385 

Dec 2465-4010 2500 2480 

not 

■ UNLEADED GASOUNE 
tm« (42900 US QM.:dOSgMJ 


W tat 

31234 21935 
11983 34902 
2988 19937 
4206 22025 
12S4 10.453 
m 1X213 
95988201971 


.46 



prior rtuepa Hgh 

L«r 

M M 

p/troy os. 

USctaequhr. 

Jta 

5175 

+097 

5825 

5115 10.713 18647 

2S895 

47725 

Abb 

5595 

♦0.18 

5690 

5595 18177 31J29 

290.45 

48390 

fan 

5530 

+ai9 

5590 

S&Ofl 

2967 10944 

204.70 


Oct 

5455 

+0.14 

5495 

5190 

374 5943 

303.JS 

500.60 

Iter 

5495 

-0.01 

5495 

5495 

141 2907 

S price 

£ equh. 

DM 

54.05 

•019 

5425 

5490 

7G0 5962 

339-341 

204-20S 

Tttta 





2B,m H0B 

70-62 

47-49 








FUTURES DATA 

AB fuBM data appM by CMS. 


Nuts and seeds 

Prices tom MonWm; USS a tome, hwtai 
pttaacMos 28/30 raw On shefl) naturaSy 
opened (round); RPPC prtoee at 4,400 
CFWTCA, ftm with stow sales. Wafnuta 
US Jumbo Inahtat 2900 CPT Europe duty 
pgkL Turttah iiazafewts standard No. l; 
nmdus. price ktae *900 CFR new crop 
ta 4260 CFR Turidsh soft****: 1,300 
CFB MEP, tarn with taw poods. Irentao 
IsdnstiW vrfoota: 1920 CFH MEP firm. 
iMflen anhewac raw crop 18B7 CFR 
Europe. W320 at 5.450. W240 ta 5900, 
falling slowly. US a h no o ds : crop i960 
27/30 SSR at S97D PAS; crop 1097 27/30 
SSR 3.920 FAS far SoptomCw. maricat 
decreasing dafar a ne w e oBma te due on 
Friday. . C oco w ufc CFR 1,100 tom top PrM- 
Ipfdno mUa, stable. Russian poirplttg 
seeds: long at 1,850 fob Italy, good 
demand means it ta a eeBara maricet 


■ COFFEE QCq (US centH/pound) 

Jss 24 Pres, iby 

Conp. My 14490 144.75 

15 day mag* 155.16 15400 

■ WWTE SUOAH LBTE go tonnes; S/lonrm} 

AM 3189 +22 3240 3159 1980 12273 

Oct 3159 +19 3144 3139 963 7900 

DM 3139 +21 3149 3147 477 3981 

Mar 3149 +22 3141 311.7 238 4795 

* toy 3139 +22 - - - 968 

Asp 311.0 +12 - - - 904 

Total 4189 302*2 


11.15 +407 11.16 119011,071 28775 

1198 +411 1122 119811954 B6936 

1194 +412 1195 1197 2980 37982 

11.15 +411 11.15 1096 357 8958 

1196 +406 1196 1097 194 3940 

1408 +410 1090 1479 30 1910 

25986188913 


Jta 7490 +481 7490 7396 1997 1988 

Ota 76.70 +444 7895 7590 2471 12406 

Dae 7794 +091 7795 746518264 37971 
Mv 7455 +458 7470 7725 575 6.106 

May 7400 +482 7998 - 91 1232 

Ml 7415 +485 7990 7825 13 893 

TOW 21 988 03287 

■ ORAMQE JUICE MVCE (ISJMOfea; cwrtaAba) 

JO 7395 -465 7490 7280 22*8 10920 

sap 7890 -470 7725 7425 2419 15.400 

Mr 7925 -456 8090 7425 523 5916 

JlS B215 -435 8390 8200 69 2915 

Mr 8490 -435 8590 6590 126 1941 

My 8795 -435 8475 8475 3 318 

Tttta I9» 36951 


VOLUME DATA 

Open Irdsrsu and Volume data shown for 
contracts traded on COMEX. NYMEX. CBT. 
MVCE, CME. CSCE Bid (PE Crude Ol are 
ana day h areara. Volume A Open Interest 
feritas in tar si traded morons. 

INDICES 

■ Hwtai (Base; 1870731 a 100) 

Jin' 25 Jen 24 month ago year ago 
18809 19924 20004 19969 

■ COT Fattens (Base: 1Q67 =. icq 

Jin 24 Jm 23 month ago year soo 
24194 24195 

■ QSa Spot (Base; 1970 - 100) 

Jim 24 Jon 23 month ago yw ago 
18495 184.19 18441 200.83 


■ COFFEE UFFE Jta 

1B00 292 

1650 272 

1900 254 

■ COCOA UFFE Jta 

1100 8 

112S 1 

1150 __ — 

■ BRENT CRUDE 

IPE Aug 

1750 - 

1800 34 

1850 21 


Sep Jul Sep 
107 307 147 
178 337 178 
100 389 210 
Sep Jta Sep 
75 B 38 
81 28 48 

51 52 64 

Sep Aug Sep 
- 36 57 

75 66 


LONDON SPOT MARKETS 

■ CRUDE OB. FOB (par bacraj +<r- ' 

Dubai SI 690-696 +0935 

Brent Stand (datecQ $1792-794 -007 

Brent Bland (Aug) $17.77-7.79 -004 

W.T.L S1B.97-e.SSw -093 

■ OH. PRODUCTS NIVE prompt daSmy OF (ttm) 



Premium QaaoHne *191-183 -2 

Gas 08 $150-161 

Heavy Fuel OB $80-82 

Naphtha $172-174 -2 

Jet tuel $176-176 

Dtasel *168-167 

■ MATURAI,(aASfftanota<ticn^ 

Sector (JuQ 990-9 M 

Petoom Argus. Tat London (0177) 35B B73S 
IPE LfaO 9950 

■ OTHB1 

Gold (par troy oz)4 533485 +090 

Sthrer (per troy a4* 47990c 

Platinum few troy cej $416.00 ' +290 

Pafiatflum few toy ccj $10400 +190 

Copper 118.0c -09 

Lead (US prod-) 4590c 

Tto (Kutaa Lumpur) 13.77r -0.14 

Tai Plow Yorh) 2605 -19 


1140c -09 

4590c 

1477r -0.14 


2605 -19 

Cottle 9m weight) 9390060 +1.05* 

Sheep (Rve weigh!) 11&84p -298* 

Pigs (tvs wtaghOT 93j42p -441- 

Lon. day sugar (raw) $271.70 -290 

Lon. day sugar (wto) $32290 -2-50 - 

Barley (Eng. teed) Unq 

Matae (MS Nos Vtafaw) 2100.00 

Wheat (US Oarit North) Unq 

Rubber (Auggf 86.76p -ijs 

Rubber pertf 85.75p -ias • 

Rubber (KLRSSNol) 2729* SLB ■ 

Cacenut OS (PH9§ ESUoy -29 

Ptam Ol {Mtaty4§ 53CL0W -45 

Copra (Ph$S $4m9y. 

Soyabront (US) 205.0 -29 

Cotton OutfataCA' Max BO40c 

Wbottcps (64s Super) 448p 

Epsr tom irkmoOinMnu poecoflq. c ortrtj. 
r itageMs ■ Mdeebl ceiM«. xAua-'w Jd. London 
Phyvied. § OF Utiidw. f BuMn oariM taaas ■ 

Oreiga on eok. tfioHd tn 1741 hnd otprtgi nkl 


UM WAMHOUSS 

AAarMum 

STOCKS 

-3980 

Dennett 

to 

680928 

AfaninUn ttby 

+200 

» 

89980 

Copper 

+675 

to 

123,125 

Lam 

-126 

to 

115925 

Mdcel 

+156 

to 

62.728 

23nc 

-100 

to 

4239W 

To 

-75 

» 

11920 


11894p -298* 

93ta2p -5L41" 


86.76p -198 

85.75P -125 


ACROSS 

1 Hot and bothaed layman 
wanting a song-book (6) 

4 Impulse to become multi- 
disciplined in Sooth Amer- 
ica (8) 

9 The poet's “God of the 
Family" <8) 

10 Standing i n v i t a tion to dan- 
gle rings in gold (4,4) 

11 Dismissal of Faint’s first 
one to four-operas (6) 

- 12 It announces visitor to the 
part? sphere at length (8) 

13, 18 VIPs fake beehive? (6) 

14 Delight that’s rather like a 
wild party? (8) 

17 Pollsters securing a victory 
by a former country (7) 

21 Stir gravy Initially, before 
producing Wrd <6) 

25 See 16 

26 A lot of hay on the drama- 
tist's cart (8) 

27 Supporting longevity, 
gather food (6) 

28 Necessary conditions for 
one erratic performance (8) 

29 Evil intent of graduate 
infestation (6) 

30 The genie comes of age (8) 

31 Coronation, perhaps - let it 
be without soldiers (6) 

DOWN 

1 Spooner’s dropped charge 
of damnation (4-4) 

£ Desecrate tomb of old Ger- 
man ruler (8) - 

3 Patting arm round Scots- 
man is heresy (8) 

5 Almighty drug raised for 
Mr Big CU) 


6 Greek character concealed 
in horse dung (6) 

7 Reduce pressure In the 
ladies’ and gentlemen's 
quarters <6j 

8 Register second coming’s 
original pitch (6) 

12 Avoids loose women, so 
deny all knowledge (7) 

15, 25 Nail aristocrat's associ- 
ate (6) 

16 See IS 

18 Unddy proud of culture 
absorbing argon compound 
(8) 

19 Setter’s after place on a 
tabletop, it’s supposed (8) 

20 impassioned express cross- 
ing eastern border (8) 

22 CMd in native American 
child-minding establish- 
ment (61 

23 Executive's perfor- 
mance — (6) 

24 .... in the manner 

directed? Yes (8) 

Solution 9,410 


saaaaa qhsbbcjbq 

□ n a n □ h b 
asansa nanBaraBir. 
oanianHH 0 

sanp.TlSElO DEIOEJHfil 

□ □ O H 0 Q n 

tannin aasEiEUDHnnn 

a 13 a n q a 
FJsaafnnnnraE] bder 
o s 0 0 B 0 Q 
arnanHQ bbcubhucid 
^atasaaoa 
□nnssnaa pbqdbii 
O W 13 B a H R 
rantnnnin 
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LONDON STOCK EXCHANGE 


UK stocks extend rehabilitation process 


gquHy stoK** 


UK 
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MARKET REPORT 


By Steve Thompson, 

UK Stock. Market Editor 


The equity market's confidence, 
badly dented in recent sessions 
by worries about next week's 
Budget, the possibility of another 
rate rise, and Wall Street’s 192- 
point slide on Monday, recovered 
strongly yesterday. 

Wall Street’s stunning over- 
night rally, which saw the Dow 
Jones Industrial Average recoup 
much of the previous day's loss - 
it rose 153.8 - was the prime 
motivation behind London’s per- 
formance. The US market’s 
rather erratic performance yes- 


terday - it opened slightly lower 
and slipped away before embark- 
ing on a strong run and then 
coming off again, as London 
dosed - had only a minor impact 
on UK trading. 

Bat there was also a growing 
feeling arpnnd the market place 
that the heavy lasses in UK 
shares since the stories of the 
abolition of the 20 per cent tax 
credit cm dividend payments first 
impacted may have been over- 
done. 

Some market observers are 
increasingly taking the view that 
the new chancellor might reduce 
the tax credit in a series of steps, 
of possibly 5 percentage points a 
year. This, it was pointed out. 


could mean that the market had 
already factored in the first 
year's reduction. 

A firm showing by gilts, which 
recovered after a slow opening, 
also helped to galvanise share 
prices. The auction of £2bn of ID- 
year gilts was deemed satisfac- 
tory and covered 2.7 times. Two 
sets of trade figures, total trade 
for April and non-EU trade data 
for May, came in slightly worse 
than expected, but had little 
impact of sentiment, dealers said. 

Another strong bull point for 
stocks was the continuing take- 
over buzz in the fcmVe and insur- 
ance stocks, which showed no 
signs of abating. Bid stories 
hummed across the sector. 


encompassing Abbey National 
and Bank of Scotland among oth- 
ers. News that Mr Tan Sri Khoo 
Teck Puat bad taken his 
long-standing stake in Standard 
Chartered above the la pa can 
mark saw the latter’s shares 
build on recent strength. 

And the talk that a bid might 
materialise for Norwich Union 
refused to die down. 

The FTSE 100 index made rapid 
progress after an initial opening 
burst of strength and eventually 
finished the day a net 43.7 higher 
at 4£40.a Over the past two days 
the index has recouped 612, or 
1.4 per cent _ 

The concentration of activity in 
the leaders meant that the sec- 


ond-liners and smaller stocks 
once again took a back seal, sub- 
stantially underperforming the 
front-line stocks. Both ma naged 
small gabs, however. The FTSE 
25Q moved up 62 to 4,4532 and 
the FTSE SmaliCap 32 to 22382. 

Wall Street's big gains 
imparted substantial strength to 
all the market's US favourites, 
which included the oil stocks. 
They were also helped by a feel- 
ing that all the bad news In the 
sector is already in the prices. 
Drug stocks, keenly sought by 
Americas funds, aho made good 
progress. 

Turnover kept up with recent 
good levels, eventually reaching 
906m shares at 6pm. 



JiM 


Mid ratio* 


FTSE 100 46*0.0 

FTSE 290 4453.5 

FTSE 350 2244.0 

FTS£ AS-Shan 2190.97 

FTSE Afl -Share yitto 3.93 


.43 : 

*T?r 
-16 -V 
3.Mi 


performing erec t or* 

1 Gas O re Mbubon 

2 Phsnneeavtcafe 

3 M Exploration 

4 Backs: RaUd - 

5 08: integratac 


.iMmiHiMiUHiii 


.*4.6 

.,.*2.1 

...♦1.9 

,..*1.4 

...*U 


FT 30 

FTS* r+on-faiip.re 

PISE MCliS Af* «<“» .1 

tQ )f U*V*«4 * 

Lcng g'lsquity 'J*** 1 ’ 

Worst parfermlnfl aecteri 

1 TctMceo 

2 Budswp 6 Ccespucuw . 

3 Transoon 

5 looiMMn .. .. 


Buyers 
move in 
for BG 


By Peter John 
and Martin Brice 


Funds holding the demerged 
components of the old Brit- 
ish Gas utility were 
delighted with yesterday's 
boost to their assets. 

A feeling that manage- 
ments of both Centrica and 
BG have got to grips with 
regulatory and competitive 
problems saw both dominate 
the Footsie yesterday on 
combined turnover of 45m 
shares. Hie two stocks repre- 
sent about L25 per cent of 
the overall market and the 
combined closing price of 
307p is the highest for two 
years. 

Centrica headed the list of 
outperformers with a rise of 
4 to 76>/.p as analysts contin- 
ued to take an enthusiastic 
view following the recent 
company presentation. 

NatWest reiterated its pos- 
itive stance yesterday and 
UBS upgraded the stock to 
‘buy’ from Tibld’ citing Cen- 
trica managemen t's confi- 
dence that the company can 
maintain profit margins 

Centrica, the gas supply 
business, is aiming to settle 
almost one-third of its long 
term take-or-pay contract s 
with North Sea producers 
within the next 12 months. 
And HSBC James Capel has 
been telling clients that the 
implicit reduction, in the 
take-or-pay liability was 


worth up to 7p on the share 
price. 

Meanwhile, BG jumped 9% 
to 23lp with optimism fol- 
lowing last week's regula- 
tory ruling over pipeline fees 
compounded by comments 
by the chancellor of the 
exchequer yesterday. 

Analysts believed the 
chancellor was hinting that 
the long-awaited windfall tax 
on profits might now come 
out at S3bn as opposed to the 
£Sbn previously feared. 

Enterprise firmed 14 to 
669%p, pushed by a certain 
amount of takeover enthusi- 
asm fuelled by last week’s 
bid of ?6.4bn by Union 
Pacific for PennzoiL 

Enterprise is involved 
with Fennzoll in the Gulf of 
Mexico and the offer served 
to remind the market of the 
potential for further consoli- 
dation despite current high 
valuations. 


gage and life business that 
Abbey represents. 

Abbey itself was a strong 
performer. The shares 
jumped 26 to 828p helped by 
expectation that a deal with 
Cater Allen, the discount 
bouse, could be announced 
today. 

Elsewhere in the sector 
Bank of Scotland lifted 14 to 
399p and Halifax 13 to 
773’Ap. Woolwich, which 
floats on July 7, was quoted 
at 3Q2p to 3i0p by financial 
bookmakers. 

Royal Bank of Scotland 
fell 22% to 575'Ap against the 
trend in the market and sec- 
tor as HSBC was quoted as 

saying it had “absolutely no 
plans” to make a bid for the 
group. 

The comment was in 
response to a press story ear- 
lier in the week which 
revived old takeover stories. 
Also, there was a sunrise 
announcement late in the 


afternoon that Peter Woods, 
who founded and created the 
Direct Line insurance sub- 
sidiary, is to leave the group. 

Bus company shares beat 
the overall decline in the 
transport sector and rose on 
the news that Mr Gavin 
Strang, transport minister, 
had announced a review of 
the industry aimed at 
increasing bus use. However, 
the rise was not entirely wel- 
comed by some analysts, 
who said it highlighted the 
exposure of the sector to reg- 
ulatory and political events. 

Analysts have been saying 
the bus market is reaching 
maturity, and the rail side is 
likely to be subject to an 
increasingly tight regulator 
environment as the rail reg- 
ulator seeks greater invest- 
ment. Furthermore, trans- 
port now comes within the 
remit of Mr John Prescott, 
the deputy prime minister, 
so regulatory matters may 


Banks buoyant 

Barclays led a buoyant 
hanking sector higher with a 
gain of 44 to £12.14%. 

Merrill Lynch was said to 
have been pointing out that 
the shares had missed out on 
the recent sector rally. 

But, bubbling underneath, 
is a growing feeling that the 
bank is about to make a sub- 
stantial acquisition. 

Some specialists pointed 
out that the bank has a great 
deal in common with 
National Westminster which 
was recently revealed to 
have shown interest in 
Abbey National Now that 
NatWest has backed off to 
put its own house In order. 
Barclays mi ght be tempted 
to make a pitch for the mart- 


FT 30 INDEX 

Jun2SJun34Jun23Jun20Ju»19Yr ago Htfi low 


FT 30 29372 2878.5 2872-0 29722 3015.1 2720.7 3077.4 265X8 

Ord. dfv. yield 167 170 3J0 3.70 3.65 4.10 422 3J6 

P/E ratio net 18.07 1726 17.94 17J4 1820 16.07 1&5« 1550 

P/E ratio nl 17.88 17.78 17.76 17.76 1X02 1558 1*45 15.71 

FT 30 Mm crenpteme Mp 30774 13W97; km ZMM5. Baa DM 1/703 


FT 30 hourly c ha nges 

Open *00 1000 11JK 1240 1X00 1400 1500 1X00 Wflh 


L om 


28S&3 23810 29854 2933.1 29965 29972 29924 2995S 29333 29962 29872 
Jut 25 Jun 24 Jun 23 Jun 20 Jun 19 Yr ago 


SEAQ taigakn 51.094 48280 5X862 49005 44*37 28.787 

Equity twnpvor (£m)t - NA 27170 4112* 24412 1602.0 

Equity twgarat - NA 47.323 40.747 40825 32,758 

Shares traded {mftr - NA 75X5 937* 604.1 6300 

1 &ckxJng WrunarW nl aww tuma tax nfedng On umw 
O FTSE tare Han a l Unfed 1907. Al ng Ms reamed. Tor 1997. 


■ London marfeot data 


R2aam and Mb* 

Tout Rises 947 

Total Fafls 534 

Seme 1,582 


52 Week Ngba fed lows! L1FFE Equity options 
Tot* Highs 59 | Total l on hiia 37.78* 

Total Lows 99 : Cate 25,572 

I Puts 1 2*12 


•tan 2S 'Data baaed on Equity shares fated anttw London Share Service. 


CONTRACTS & TENDERS 



MANCHESTER AIRPORT PLC 
MAJOR NEW R ETAI LING 
OPPORTUNITIES 


Manchester Airport PLC is investing in a substantial amount of new 
trading space in Terminal I to meet market demand. The release of 
new opportunities is immin e nt and Manchester Airport PLC invites 
companies to register their interest to operate a new specialist retail 
unlu 

This opportunity will be targeted specifically at the BUSINESS 
TRAVELLER. The unit identified is 120m 3 and is situated in the 
airside departure lo un ge . 

Applicants must specialise in one of the following product categories: 
'Books, or 

* Branded Executive Clothing (male Mas), or 
■ Leading Edge Business Products and Executive Gifts & Toys. 
Companies noshing to be considered far inclusion on a select list of 
tenderers should apply as detailed, providing the following 
information. 

■Copies of the last two years audited accounts. 

- Company brochure/prafile. 

Applications should be made to the Administration Manager, 
Manchester Airport PLC, Manchester M90 1QX by Friday 4 July 
1997. 


GIVE US 
A STAPLE 


And don't forget to add your cheque to 
fund more Macmillan Nurses to help 
1,000,000 people living with cancer. 

(I in 3 of us will gee cancer) 

Cheque amount £ - made our to ‘CRMF (F3)’ 

Please send it to: 


CRMF FREEPOST LONDON SW3 3BR 

Itlacmilhm 




Cancer Relief Msctmllftn Fond crises m support 

people with cancer and their families. 

Read. Charity No. 261017 
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assume a higher political 
profile than under the previ- 
ous government 

FirstBos seems to remain 
the favourite in the sector, 
with positive notes recently 
from Dresdner Klein wort 
Benson and NatWest Securi- 
ties. FirstBus was up ll'a at 
212l4p, while Stagecoach 
finned to 636p and Go-Ahead 
Group rcce 2 V* to 43fp. How- 
ever. National Express, in 
which the bus side plays a 
smaller part, gave up 4 to 
468V<p- 

Mr Matthew Merchant at 
NatWest Securities said the 
shares had been oversold. 
The bus companies have out- 
performed the market in the 
past year although all of 
ihum de cline d in the run-up 
to the general riectfon. Since 
last June, First Bus has 
beaten the all-share by about 
8 per cent Stagecoac h by 26 
per cent and Go-Ahead by 18 
per cent. However. National 
Express has dropped 18 per 
cent behind the all -share in 
the sara* period. 

The news flow on bases 
spread outside the sector. 
HenljS, Which maktx tfrpm, 
firmed to 455p. Dawson- 
group, which leases buses, 
beat the transport sector foil 
and was static at 210p. 

Elsewhere in the sector. 
Avis Europe was keenly 
sought and was up 2 Vi at 
144p in brisk trade following 
its inclusion this week in the 
FTSE 250 index. 

British Airways was off 13 
at 667V»p as cabin crews 
voted for industrial action 
over a pay dispute. 

Rail track shares were 
down W/» to 605lip. which 
traders attributed to ner- 
vousness of a meeting 
with the rail regulator today. 

T&N shed 16Vi to 143p 
after a report that a US court 
ruling might expose the com- 
pany to larger- than-expected 
compensation to victims of 
asbestos -related diseases. 

BAT Industries, the 
tobacco and insurance con- 
glomerate, ran out of steam 


and shed 11 to 553p. NatWest 
Securities said that although 
the recent US settlement on 
tobacco was favourable to 
the industry it was unlikely 
to survive in its current 
fat »; and the shares should 
be sold down to 550p. 

Shares in scaffolding com- 
pany SGB. floated at 150p. 
rose to 156p In their first day 
of trading. The company was 
Coated from John Mowlam, 
which eased to I29p. 

Dixons, the high street 
white and brown goods 
retailer, slipped bade to fin- 
ish the day a net 2V* off at 
491p as the market 
responded to a report that 
Tesco, the food retailing 
giant, may be about to 
expand its operation to 
include electrical goods. 
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Highs & Lows shown on a 52 week basis 
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S! 44l|SeawflP 23 SEO 55 54% 54-3 

<9* 314 Staffl 076 1-5 2814739 13% 47% 49% 
25-'* KSttO’ 100 IS 32032 l»% lift 119,' ■, 
C% XftSctedQ 020 05 S 5073 42% 40% «l% 

43*2 Zft S rtwHrn OfiO 10 IE 4S3v8% <0 <C% 

23f2 K^scwaa HIE 03 EE 3488 22 ; ' ( 71% 

23% 23 Saffian 010 04 U 101 27% 267 

14%T2%SattfWirf 003 02 372 14% 14,' 

16% 13%£B*#MBtf 006 04 251 16% 16% 

23%t5%SeBM% 0J7 13 16 384ifi3A 22% 
i7% iS% Seat! 4625 146 07 6 16% 16% 

56% «%STJ« 

42% 35% Stagrai 


a& 

27% 

a 

23% 
16% 

1163*33 35033% 34 

066 16 6512 40% 4G% 40ft 


2*% 15% SeapdEn 30 8057 17% 17* 17% 

40% 39% Sorted Ar 27 278 46% <7% <7H 

S&%4*%Sowtf» OJE 17 1015469 54% S3A 583 

25 21 ScCPSB* 1® 58 13 705 22% 22% 22% 

u n%saamsai o« 05 20 iz% 12% 12% 

IE 14% SOOTS 022 15 77 1038 14% Clift 14)2 

OE0 12 54 714 5S>2 53% £7% 

050 06 S 135 S 9% 53 

030 Dfi 2S11771 34,*. 33% 33ft 

072 21 2D ill 35% 34% 35 

0® 08 ESJ 3ft 3ft 3ft 

a 2087 7912 7B% 79 

OX U 5BKB2D 10% did, 1 * 10 ft 

032 2-1 12 517 13% 12ft 13% 

4.73 18 71 857 125% 12% 123% 

040 10 II 1430 31i} 30U 31,% 

25 3378 8% 6% 6% 

OIO 06X7474 18% 1?U 18 

104 40 13 278 31% 30% 31% 

>6 Id «A I, 1 . 

064 13 17 1771 36% 33% 38ft 

28807 16% 15 15% 

2JH 65 30 (SO 30tZ 30% 3«i 

006 86 31 99 10% 10 10 

81 2-1 2% 2% 

060 24 11 106 25ft 24% lift 

008 OB 8 95 10/. 8% 9iJ 

si 1903 57 a sail 

1.15 13 29 BZZ7 69% 88% 88% 

354 53% Sill 51% 

032 24 S 18891% 21 21% 

0 BO 20 17 1912 4flft 23ft B% 

31 1233 63% »% m 

103 20 a 3377 53% 52}i 53 

072 24 16 845 30% 30% 30% 

039 04 3S 504 88 87ft 87% 

040 23 21 1506 17% 16% 17% 

EB 48% 47% 47% 

a U37 37 37 

« 22% 22% 22% 

37 «A *2, 42% 
48 n% 23% 23/1 
IX 60 131014! 21H 21,'. 

176 *0 13 1202 40% 38% 29ft 
005 02 17 3086 26% X 26ft 
002 40 42 408 19% 19ft 19% 
15% 11% Sn4HHnpr 024 10 14 451 13% 13,’. 13ft 
^%34%SauMMPS« 220 50 IS 419839,'. 39 39,1 

14% 10% Span FuH 0.15 1.1 61UK% 14% 14 ft 

124 11% lift 11% 
0.16 10 51549 8% 8% 8U 
182 25 12 471 &4% 52% 53ft 
US 20 IS 6ZZ3 52% SI 51 

305 65% 65% 65% 

3B 6024 38% 38% 38ft 
9 145 17% 17% 17% 
082 23 19 290 13% 13ft 13% 
10% 5%SMff*U 012 1.2 24 12541110% 10 10 

26% 21% Smfrad 088 27 17 570 25% 25>« 25% 

078 28 15 X 30% X a 

1.12 14 15 67B 33% 32fi 32% 

074 1 6 21 1204 41% 40% 40% 

OX 18 73 688 44ft *3% 43% 
072 23 10 X lift 30% 31 

0.44 09 a 3541 49% 48ft 49ft 
ON 28 13 142 30% 30% 30% 


54% 3E% GflfeaA 
57 47%6aouX 
35 26% ScrrCo 
35%24%5<8htr 
4% 2%5mtodi 
B9 62%S6Snn 
14% lOftStN* W 
17 11%SMB|W 
125% SS% SWTr 
22% 24% SfiertW* 

8% <%an*ya 

23% 179MUU 
31% 77% Son Pae 
3% 1% SgMA» 

36% 27% 9gcBk 
28% 7C%SW6f 
32% Z7% Swnttn 
10% 9%S6rtr 
3% 2% Saner 
26% ttSqfear 
10% 6%5Ltafi 
61% 38%Sodta 
90% 85%SWBm« 

5Jft Z3% Smite Fd 
71% lSSmslaiJ 
42% 34% SBDOnT 
71% 47%5rtedm 
£0% 45% SOT 
31% 24% Sana 
88% 63% Sum 
19 1«%SDBW79 
46% 43% SOrtCV Cap 3.70 78 
37 SSos&CaTtii 250 &8 
24% 71 SmJHOTi 1.44 63 14 


44% asm 
24 2D%scam 
23% 13%S0mCo* 
42%34%9Ern> 
27% 21%SW*r» 
20% 16%SadBW8K 


11% 7>2SpmCp 

io% 8%5cnmO 
54% «]%SOT»ndi 
52% 38% 3rt*i i 
7U%»%9* 
47%28%a-U4H 
21% 1B%EadCtsnn 

14% 13% SB Men 


040 09 11 
124 53 14 


30% 34% Santo 
33% 24 Santas* j 
44% 26%SalMx 
45% 2WSBBK 
32Z7%3kraUt 
54% 31ft SneSCp 
35% 29% SB Regis 


19% 14% SnlSScp > OX 20 15 IX 18% 17% 18% 


30%24%SBnCOn 
14% 11%SftS 
33% Z7% SOluSNra 
11% 7%SMRn 
45% 3l%SknHU 
17% 9%S*»QW 
54% 33% EtTdl 
50% 26% anus 
15% 9%StittnB 
19% I4%sana«« 
52% 41 Suarnfficp 


X 2165 32% 31% 31% 

9 IN 12% 12% 12ft 

17 426 30]3 30% SOft 

012 18 11 1134 012ft 11% 12% 

080 \A 63 43% 43ft 43% 

290 14% 13% 13% 
131439 43(2 43 43ft 

24 3201 50% 48% 49% 

OX 18 5040 14% 13% 13ft 

OX 48 14 062 16ft 17% 17% 

1.44 28 15 1308 52% 51 51%' 

5% 4%SUEM0 032 62 7 a 5ft 5ft Sft 

51% 37 SUM 040 08 X 3870 u5t% 49ft 50 
59% 39% Mm 066 11 23 2777 57% 55% 56% 

12 10% SnstUCCA t 1.10 98 32 25 lift 11% lift 

58 44% smut OX 18 19 1642 58ft 58 56% 

27% 2% SOTto 028 1.1 14 S37 2B% 25% 26ft 

37% 29% SmOTf IX 27 14 1233 u37% Xft 38ft 

25% 1B% Swfc&Httv 0.10 04 161 U25% 25% 25% 

37.11 26% SptoiTm 0J3 02 25 1911 34% 33% 33ft 

10% 8%S)MCup 020 21 13 159 9% 9% 9% 

28%UL77S|mfn4 ’ OX 1.3 32 25 29% 27ft 27|| 

38% 29%9jsa> OX 18 72 2333 37% 38% 36ft 


6% 4 TCSYBto OX 

50% 37% TTTFtafln: IX 
10 8%TCKtiBf OX 
79% 05 TWCtfp 41043 
1% ftTISHQB 
50% 38% TJX 040 
Z7% 18%1NPEn4 OX 
58% 47% TRW IX 
26% 22% Taiwan Fd Dill 
9% 7%Ta8rjtafl 
49% 39% Titod* IX 

21% 11%7Men 


-T- 

32 18 BIS Sft 
28 19 1105 49% 
92 SO 9% 
08 37 109 73 

72 Bl% 
08 18 4470 Soft 
42 10 9 23ft 
22 X 2200 57% 
798 25% 
4 IX 9% 
3.7 21 17041143% 
X 54417 21 


Sft Sft 
48% 49ft 
9ft 9ft 
72 73 

1 % 1 % 
40% 49ft 
23% 23% 
56ft 56ft 
25% 25% 
9 9% 
49% 49ft 
20)2 2D % 


nr 

■ft a, 

5B%40%72nqr OK) 

11% iD%TbrbOTi on 
2% i% T Tay 
»% 23% Trasnjy j 18 


345 

ax 

Q£E 

34Q 

210 


SiS 48%7tt1Bi 
»23%TmCs D8E 
i£l% 80% Teens i 
94% 67% latent. 1 4i 
<3% 32% Tsnw i 001 
n%43%IespBft 128 
7*% IS% TmpSXIk 021 
»% n%Tw«B 
46% X Tones ix 
4S% 40%TnpcoP5 3« 
“% 23%T«smo 

18% 9% TOT 
15 10% Terai 01£ 
14% 10% Teas 
1U% B7% Itasca 
28. . 23% Tens 33 
95% 62% Tuna 
36 26% Teas Rk 
42 31% Tea i 
*% :%Te«M} 

66-2 4ST4**n, is) 

3 Z%Tla3OTr 
’0% TjThnCo 
'*2 13%Tta<FifB ox 
41% 25% ThiTfier 
T6% ©i. Tax on 

S% <3%1taran3i 1.12 
29 2D%TOTBUs 2.40 
w% 13% 2SKnn 
5B-2 35% Bn 
46% 3%TdtoiF* 

33 2S%TSH!« 

50% 35%Tanm 
50%«%T6iW 
35% 22% TsrtetS 
4% 2%TemCrp 
12«2 lOTOTPI 
6% 4%Tndd5R) 

12% 7% TottcmCa OX 
a 17% TflB 
50% 36%TnM 
50 5 * 37% Taos* R * 223 
72% X TdK» 1 16 
38% 33 Toro Corj* QOS 
34%S5aiDK3» 084 

45% 23%To«Dfl 968 
34%2!%Tot£5lEt4 005 
3*% 24% ijnNa 
2 23%Trsnsawc IX 
66 77% ImsAml 203 
<04 78% Transew 084 
15% 10% Tread a i 026 
74% 53% Treason OX 
10 7%Trsapmr OX 
22% 15% Iransaca 026 
66% 43% Tram ON 
40% 31%7rt>OK OX 
SE 37% ireasar* 032 
35% 33%TaCae28f 250 
10 Tran: 4 
49% 35*2 IrfiamA 
X% 23% TnGon* 

34% 24% Tran 
53% 32%Tnntf 
22% 17 TroeMx 

16% 14 'em S’ 

S% 5% Ticni 
54% XT^pnra 

7% SiaTumti 
24 i6%TasCn 
27% TiVThiDr 
71,*. 51% Tjnk 
2% 1% Tito 


063 

02S 

on 

ox 

ox 

IX 

IX 


ox 

064 

OS 


rrt. PI to Eton 

5 E Itt Mp to 0HU 

1* 4918 q57 55% 50% 

W 14ull% 11% 11% 

235 2ft 2% 2% 

48 « 7TW 25ft 24% 24ft 
18 17 180 41% Sft 59% 

37 13 1779 25% 26 S% 

ZB2M5&% 150ft 155% 
i & X 911 »% 99% 99% 

10 191299 49% 47li 47ft 
U 31 2339 SOft 57% 57% 

0« 270 24 23% 23ft 

ax 29% 28% 29% 

27 K 2153 46% 45 45% 

57 17 30 44ft *4% 44% 

EB577 42ft 41% 42 

1325 19 18% IB 

14 7 378 i:“ 11% 11% 

4 SSl 14% 14% 14% 

31 11 GES8 112109% 111% 

T» 7 6® 25% 25% m 
0« ]iac 90% B6% 97% 

11 17 59 35% 35% 35% 

52 ID 4«1 34ft Sft 34% 

132 4ft 4 4 

18 22 *V3i£7ji 64% EE% -lft 

18 rx 2% 2% 2% *% 

2S6 8% 8 B 

15 452 14ft 14% 14ft f% 
24sasi 3S% 3^1 34% -1% 

1 1 13 1217 7D% fO X -% 
2.1 2 2Z73bS% S3% Sft -1ft 
1 4 15 X 28% 27% 27% -1 

34 5949 17,3 17% 17ft 
1 4 232350 43ft 42 42 -1% 

08 S 103 45ft 45% 

19 12 5708 11% 29% 31% *2ft 

0.7 25157 49 47% 48% *% 

1 1 32 135T 57% 56ft 56ft •% 

38 14 1416 36% 34% 34% -l% 

256 4 Sft 3ft 

6 2 a 12% 12% 12% 

36* 4% 4% 4% »% 

40 Jl 221 11% 10% 11% •% 
II 48E 1«i IBIS «% -% 
17 SOX 33% 39% 39% -% 
U 22 229 Cft *6% 46% 

16 15 1719u72ft 71ft 72 

13 17 TMu3B% 38% 38% 

05 X 3246 29ft a% 2BJ 

14 21 1545 49 48% 

02 75 444 25 24% 

19 5078 3MJ 33% . „ 

77 11 16 247, 24% 24% 

22 15 22E3 92% 91% 91ft -ft 
as 14 181 101% 1N% 100% -1% 
18 17 15% 15 15 

0 4 30 4249 67% 66ft 67% - 
2.4 5 IS 8ft 8% 8% - 
18 11 154 ?1% X% 21% « 
08 1713733 65ft B3iJ 64% - 
OB 27 474 X 38% 38% . 

06 15 51 54-ft S% 54,; * 

70 2u3S% 3S% 35% * 

1215 23*4 19% 19>2 - 
13 21 3123 48ft 47% 48% » 
24 34 905 27% 26% 27 - 

21 121441 33% 32% 32% - 

1317 44ft 43% 44 

27 18 671 uS% X 22% * 

3 273 14ft 14,; 14ft - 
34 IS BS4 6 05% 5ft - 

24 1} 3404 37ft 36% 36% - 

2? IX 6ft 6 6 - 

0 8 24 422 23% 23% 23% * 

25 9 94u2B% 27% 27% Ji 

03 3 61Xu71% 68% 7Dft -1% 

510 2% 2ft 2ft -i 


13% 9I8S 
38% 8% USE 
34% &% 1ST 
81% B%U*L 
25% 21% UQCOrpr 
14% 10%UNCW 
28% 18% Incan 
36% 29% (Jr# he 
Sl8%Udnx 
116% nitoto 
217 ft 163% IWW 
54% 45%UCMp 

50% <0% irCffo 

25% l8%IHcnCap 
51% 48 US 350 

06 60US4X 
39% 34%ueeaci 
72 56% ltd*Kx 
52% 38% lltaAn 
23% 17% IMpTm 
8 5% LOTs 
12*4 7% meup 

29% 23l 2 UBAOT 0.74 
16 13%inaa«BO 1.01 
‘ 23% lltSatodx OX 
— 82%lHBn OX 
32% Z3% LHtonr 2X 
9% 5% WtotoJ 028 
15% 13%IKfw1i4 IX 
21% 10%UPWK*» 

24% 18*4 U5F8& 

39 S% USFto 
29% 23 LEHaae 

47 29% USSU9 
87% X%UUT« 

18*2 lSUBMAtor 
52% 2B%IWWS* 

39% filHfFMfe 
22% 18% IWrttol* 

36% 27% UwrSCjp 
45% 36% Unto 


ID 

a 


102 

144 

IX 

044 

0.12 

223 

4X 

IX 

075 

ax 

450 

154 

172 

IX 

020 


OX 


-U- 

17 225 13% 13% 13*4 
8 2161 37% 35% 36% 
57 11 3078 28% 27% 29% 
B 3717 73% 71 71% 

65 IS 996 22ft 21 ft 22% 
X 386 014% 14ft 14% 
7.0 723881 22U 22% 22|2 
11 21 1540 36% 15% 38% 
06 15 44 20% 2D% 20% 
IS 21 250116% 116 116 

10 24 49J7*2T7ft 214% 2T5% 

15 55 802 53 51% 52% 

16 10 3456 48% 06% 49jj 


69lfi5% 25% _ 

X 461% 51% 51% 

a as 


S 33%IMN 
31% USW 
38% 31% USTfsst 
22% 18U5MM 
39*4 2B%UU«aS* 
38% 19*4 U&A0 
8,ft 

31% 23% USX U 
34% 25% LEXIS 
17 12*4 USX om* 
28% S% Utters 


IX 

IX 

IX 

OX 

057 


Qfi2 

076 

1® 

oa 

1.76 


X 

68 

68 ZO 
88 13 2379 37, i 

14 a 2482 71? 

20 24 794 51* 

10 10 4233 21ft 

6413 7ft 
22 513 10% 

17 19 1023 
68 271076 
00 13 BO 
81 2913444 

67 12 168 

12 13 78 _ 

68 39 13% 13ft 13ft 

101 21% a% 

00 17 2576 24% 24% 
33100® 

7 251 
64 23 10311 

15 22 9112 
52 16 29 

28 . . 

17 15 704 39 38% 38% 

90 11 17E IB 18% 18% 

11 14 59 35% 34% 34% 

10 19 9064 30% 9 39ft 

10 Zi 2367 45ft 44ft 44% 

16 3025 36% 35ft 36% 
60 13 9397 36% 35% 

5250 21ft 2D% 20ft 
ED13 37% 38% 37% 
86102 34% 34 34% 

60 0 3 Nft B% 9% 
28 155445 X 29% 29% 
20 92637 31% 33>S 3*ft 

18 22 154 13% 12% 13 

62 11 3867 «28}J 28% 28% 



1U. H 
Oh % E 


85% 64%WCp IX 

38% 28% test 002 

8% 8%*Haci 020 

Z*J ITBMttO 

Its 10M&O9KTIO72 
11% 21 VMsM 
59% 47%IMarfai OX 
45% 2BVHX2T 
57% 29% Mn 
14 13% MOT IX 

19% 14%WSX 002 

71% 6S%tt£tfS00 5X 

32%21%MBJ«X 
£% 24%Vhnbe 
49% 40% VDtoaax 083 
0% 7%«etoM 
74 50%Vrta® 156 

N% 55% ttCUi IX 


-V- 

18 171685 85% 
U 4 8074 36% 
20 54 8% 

14 1823 20% 
80 188 10% 

33 745 30% 
07 l| 1235 54% 

31J47 <3% 

34 3733 55ii 
70 0 34 I3fi 
U 23 3809 19ft 
» a 7i 

41 1X3 29ft 
26 a 35% 
17 25 1863 48% 
6 20 8 % 
17 31 519 68il 
14 14 2a 73ft 


84% 64ft 
35% 35ft 
8 % 8 % 

20,4 20ft 
IDS 10% 

29% S!l nV 
54 54% -% 
42ft 43 
5*% 54% 

13% 33U 
18% 

71 

29ft 28{i 
35% 35% 

40% 40% 

8 % 8 % 
rati GBH 

78% raft 


18 T% 

71 


24% 15% KHSttl 
2B% 26%W.HMi 
31% StoOTkn 
66% 53% MM 
21% 15%MM8Af 
4% 3%wmcB 
5J%38%Wago 
S%2S%8MOT5 
33% 2HMIi 
118% 88% ttrtmi 
25% 20% torti 
&27%1MM0lx 
«B%33% VMdftoS 
37% 

10% 6% WOT* MR 
32% 21% WHUbix 0.48 
6% S*|RubH OX 
35*i 26% WsrHErt 
17% 14%OT8BM 
45% 40OT*M 
3% 2% totonS 
32*4 27%*MSN( 

18% 15%8Mnn 
329% 24S1IMBF 
26% 19% Manors 
a Z7WMCD 
18% 16%mtMEx 
75% 57% MB 
3M2&%Wtoto 
21% 14% dttCatl 
32% 2B% ttkitos* 

23*2 iswagE) 

30% 25%Wtotpae* 

33% aWni 
55% 42%«%W 
17% ii%nm 
54% 45% WOT 
22% I5ynwnl 
25U 21%MWonx 
12% 9%«HBa« 

39% 33% Wka kn 
77% 9% 

47% 38% 

6% 5% 

16ft i2«movt OX 
42%29%«Mhi 8X 
A 6%ttntogi 
27% aWtafn 
2% 15% Mart) 

38% 29%Wtai 
25% 23% ttCAOR 
30% IBfttt M WI 
28% l^lttoMft 
25% 21%VMdWt* 

4% 2%ttttca* 

28% 23% WSRi IX 
E6% 54%M«tti 078 
42%S%WJHXax 032 
29 1B%ttmHi Oil 


020 

110 

oa 

IX 

008 

ix 

012 

IX 

0.42 

IX 

IX 

104 

OIO 


> OX 
154 
012 
112 
053 
000 


-W- 

Z7 1993 025% 23% 24% *1 
72 13 1328 2712 27% 27% -% 
13 788 30% 30*2 30% -% 

17 15 3940 62 B0ft EOft -1% 

10 31 S3 *22% 22 22% >% 

73 3% 3% 354 i% 

09 32 31«c53% 52 52 -% 

18 1G BEE 31ft 30,i 30% -% 

00 2337580 b33H 32% 32% -1 

12 421N74H71V 1181!1%-3% 
40 14 614 24% 24ft 24ft -% 

19 e in 28% as a -% 

12 19 142*410*3 399% 410*16% 

11 331420 Sft S 32ft V* 

2300 B 1 * Oft Oft *ft 

10 330 31% nil 31% -A 

16 2 « 4% 4% 4% .% 

23 1050 36*4 35% X *A 

12 7 381 17 (6% 18ft -% 

50 21 238 43% 43 43,‘, -ft 

310 3 2% 2i2 

is is 448 2sft a a -A 

10 a 659 17% 17% 17% -ft 
10 a 8501 287% 27B% 270% -6% 
00 21 4334 *26*2 25 V 3ft -% 

10 9 09 S% 28% 28% -% 
3 SB 18ft 1B> ( 18,1 

S 1213 72|] >1% 71ft -1ft 
143042 33% 31% X% -I! 

1 1 » 2786 18% 18ft 18% -% 
65 13 514 r% 32% 22% -ft 

09 47351 £3ft 3% aft *% 
43 12 X X 29*2 29% -ft 

17 18 141! 32% 31% 32ft •% 

10 SB! OH 52% BH -1*2 
08 22 4436 15% ISft 15ft -ft 
25 21 2147 53% 5flJ 53% -% 

s ix a i»% 19% -ft 

10 19 3072 26,', 2S,'« 25*2 ■% 
447 10% 10% 1(81 -tft 
10 18 S3 39ft X% 39 -ft 
10 a 737 73*2 72ft 72ft -% 
IS 10 7S73 42% 41% 41% -% 

10 10 113 5ft Sft 5,'. r% 

12 73 1B32U16,; 18 16% 

14 S 1873 3BJ1 39, 1 * 30ft -ft 

18 X 208 7% 7% 7ft -ft 

80 13 2631 U,\ 24% »ft -% 
08 15 140 18% 18% 18% A 
90 300 38 37% 37ft -% 

n a 34 a 2s a *% 

00 X 343 29% 28% a -ft 
19 5012 25% 24% 24% .ft 
102 24% 24% 24% -% 
2 371 2% 82% 2% -ft 

7.1 IS 313 27% 26% 2B*J -ft 

1.1 3 4493 ^8% 88 S7ft .Ift 

00 12 £8 37 36% 38% 

11 17 246 u29 2712 27il -1ft 


-X 

75% 51*2 Uto i IX 
48 40% n* Coo ox 
24%20%T*MiE|ori1X 
56 37% Tort «, 0.48 

5 4ZNtt 
13% e%a*B 
Z7%24%ZOT»NB IX 
7% 7%2OTKX 073 
24ft 17% 2m 012 
12% 10% MoFdO IX 
1% BMbTMi ox 


-Y-Z - 

1J 213149*78% 

10 it a 44% 

M 15 111 24 

10 15 250 48% 
15 4% 
157S 12% 
17 14 89 27% 

05 114 7ft 

OS » 540 u28% 
90 Z72 *12% 

05 426 *8% 


75% 77 .2 

44% 44% -% 

23% 2* *% 
48ft 49 ^% 
4% 4ft -ft 
11 % 12 -% 
27 27% 

7% 7ft *A 
24% Sft »1% 
«A «A l‘. 
8% 8ft *ft 


Ms OT MOT 4r EdK pmft/FT totott 


R*8 4IM •*) Mm 8* W® toes In pmad hn Jai I 1807. 

IMto *M M. Mi e MOTd «■ I 

n on mm dDcweto a» ton crffcM. 
rtmn |ton to*. K pm wiOT » 

■ to •m m m mtym pjjm to* m ml 
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AMEX PRICES 


4pmekBaJuae25 


ft sc 

Stock Dte. E 100 b Ogt LmnCkm Ong 

Mrllagp 18 11% 11*2 11% -% 
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Dow marks time in Paris up 3% as 
moderate turnover sshhh iskiieseu 


AMERICAS 


After two days of violent 
swings. Wall Street over- 
came early weakness to edge 
higher at midsession in mod- 
erate turnover, writes John 
Labate m New York. 

The Dow Jones Industrial 
Average was a mere 4.30 
higher at 7,76236 by midday 
while the broader Standard 
& Poor’s 500 index was 0.70 
higher at 897.04. 

Large company stocks had 
a mixed morning. IBM 
jumped $1'4 at $03£ while 
Union Carbide was $V4 
higher at $47%. Hewlett- 
Packard nudged up $£ at 
$55&. On the downside, 
Exxon had fallen $% at $82% 
and International Paper 
declined $& at $50%. 

Tobacco stocks were also 
lower on uncertainty about 
last Friday's agreement. 
Philip Morris was down $1 at 
$43ft and RJR Nabisco slid 
$“ at $33ti. Loews followed 
the trend, losing $1 at $101. 

Smatipr stocks had a simi- 
larly calm morning. The 
Nasdaq composite Index, 


which is weighted toward 
technology stocks, rose 2.84 
at 1,455-27. while the Russell 
2000 Index, based on smaller 
company stocks, fell 0.55 at 
392.75. Custom Chrome, sup- 
plier of aftermarket motor- 
cycle parts, surged $ 1 % at 
$17%, a rise erf 11.3 per cent, 
after a favourable analyst’s 
report. 

Among technology compa- 
nies, Microsoft rose $% at 
$132A while Intel gained $& 
at S148&- Compaq Computer 
gained $% at $103£. and net- 
working company Bay Net- 
works rose $r, at $26%. 

Gold mining companies 
bad a good morning. New- 
mont Mining gained $1% at 
$38 A, and Barrick Gold 
surged $H at $22%. 

TORONTO ignored a dull 
start on Wall Street to push 
higher on the back oT further 
strong gains for banks. At 
noon, the 300 composite 
index was up 38.34 at 
6£29£0. 

Bank of Nova Scotia and 
Royal Bank of Canada con- 
tinued to gain ftom Tues- 
day's double dose of take- 


over news. Bank of Nova 
Scotia, which announced a 
bid for National Trustee, 
gained C$1.25 to C$6L30. 

Royal Bank of Canada, 
which rose C$L35 on Tues- 
day after announcing “talks” 
with London Insurance, put 
on a farther 35 cents to 
C$83.50. Toronto-Dominion 
B ank added 55 cents to 
C$43.70. Alcan Aluminium 
rose 80 cents to C$4 &2S. 

MEXICO CITY moved 
lower in early trading, con- 
tinuing the profit-taking of 
the previous two days. The 
IPC index was off 0.99 at 
4,402.46 at mid session. 

Bancomer rose 22 centavos 
to 4.11 pesos after an 
upgrade from “outperform” 
to “strong buy” from Morgan 
Stanley. Telmex, spurred by 
further gains for its ADRs in 
New York, added 8 centavos 
to 19.08 pesos. 

But the broad market lost 
ground. Grupo Mexico was 
downgraded to “hold” from 
“speculative buy” by local 
broker Serfin. The shares 
came off 40 centavos to 29 A0 
pesos. 


Industrials push South Africa higher 


Another strong session for 
Industrials pushed Johan- 
nesburg’s all-share index up 
20.4 to 7,354, its highest 
level since January 1996. 

Sentiment was underpin- 
ned by the overnight recov- 


ery on Wall Streeet and bet- 
ter-than -expected outturn 
for the CPI in May. “It's 
been a good, solid session. 
There was no shortage of 
buyers," said one broker. 

Golds stayed weak with 


the index slipping a further 
1U to 1,007.4 but the broad 
market continued to make 
rapid progress. The indus- 
trial index gained 45.7 to 
8,669.9, a four-day advance 
of 216 points. 


Shares in PARIS surged to a 
record high in heavy vol- 
ume, helped by a strong 
rally for Bancaire. The CAC 
40 index dosed 82.68 or 3 per 
cent higher at 2,867.44. A 
quarter of the index compo- 
nents advanced by more 
than 4 per cent 
Bancaire topped the per- 
formance charts with ease, 
rising FFr47 or 6.8 per cent 
to FFr735 on the news that 
the retail financial services 
group planned to buy out 
the minority interests m two 
units for a total of FFrSbn. 
The move was immediately 
seen as earnings enhanring 

Motors were also in 
demand. Michelln gained 
FFr 17.1 or 5 per cent to 
FFr360.60 and Peugeot added 
FFr7 to FFr587 after the 
group's annual meeting was 
greeted by a collective sigh 
of relief by French motor 
analysts. 

Saint Gobain put on FFr27 
to FFr865 ahead of the 
group's annual minting late 
yesterday. 

AMSTERDAM pushed up 
to a record high helped by a 
good day for internationals, 
notably Philips. At the dose, 
the AEX index was up 10.40 
at 87L46, against 648 at the 
end of last year. 

Philips bounced sharply 
on the news that tt was set 
to launch an. audio rec o rder, 
a world first, towards the 
end of this year. The shares 
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rase FI 4.40 or &2 per cent to 
FI 140.10. 

Plans for increased US car- 
bon fibre production sent 
Akzo Nobel shooting ahead 
to F126&30, a gain of FI 680 
or Z5 per cent. Fartis Amev 
added F1L50 to FI 83 after a 
downgrade by Goldman 
Sachs for Fortis of Belgium 
sparked switching Into Far- 
tis Am ev. 

FRANKFURT dosed at an 
all time high as Wall Street 
recovered from its early 
losses and a spate of buying 
from foreign investment and 
domestic funds supported 
the market. The Ibis-indi- 
cated Dax index closed 58.45 
hi gher at 

Daimler-Benz was up 
DM6.10 at DM141. propelled 
by news that ft was no lon- 
ger seeking a takeover of the 
French software house. Cap 


Gemini, and would sell Its 
24.4 par cent stake. 

Volkswagen .picked - up 
DM4.60 to DM1,249.10 as the 
carmaker and the Kx MetaH 
trade union reached a com- 
prehensive wage deal' that : 
gave the company a chance 
to. cut its workforce through 
an innovative early retire- . 
merit plan. 

Lufthansa, holding its 

annnal mprfipg today, TOSe 

75pfg to DM35.71 after the 
airline said that it hadadded 
the Belgian, carrier, VUf, to 
its network of aTMancew. 

ZURICH returned to .its. 
record-setting ways as blue 
chips rnwdft th* most of the 
firm dollar. The SMI inrtwr 
jumped 86 A0 to 5,662.40, : 
reflecting sharp gains in 
Nestlfe, Novartis and Swiss 
Re. 

Novartis remained in the 
spotlight, recouping SF72 to 
. SFr2£38 after the profit-tak- 
ing seen earlier in the week. 

Swiss Re, up SFrSl at 
SFr2j.09. led Insurances as 
investnis took a bullish view 
of the earning outlook. 

Zurich Insurance rose 


SFrl4 to'SFrSSS on renewed 
rumours an announcement 
was imminent that it was. 
about to hoy Scudder, Ste- 
vens & Clark, file US asset 
manager. 

' At the same time,: chart 
analysts said the shares had 
established a firm basis in 
their recent trading range 
which -could , provide- the 
springboard .to' a rase to the 
SFr600-SFr625 leveL 

Nestle was another blue 
chip winner as recommenda- 
tions brought foreign 
demand on expectations that 
file company would benefit 
from weaker raw coffee 
prices. The shares added 
SFr41 to SFTL937. .. 

MILAN remained, at an 11- 
year-high as bonds -and the 
lira ground ami opti- 

mism on Italy’s chances of 
joining the single currency 
at file start, remained high 
The Comil index rose 5.27 to 
844^54 and the real-time 
Mibtel index added 353 at 
13*469. 

• Eni continued to gain 
strongly, up L10B to L9.810, 
as file pubhc offer for a third 


tranche of Eni shares prog- 


STOCKHOLM hit fresh 
peaks after Ericsson surged 
SKrl5.50 to SKr307.5 amid 
reports that a leading US 
broker moved, the stock 

to thetop of its best buy list. 
Astra gained SKj 2.00 to 
SKrl43 on more positive 
'drug . news. The general 
index ended 36.75 higher at 
24)80.57. 

HELSINKI rose to a far- 
ther record as market heavy- 
weight Nokia' drove higher 
for the third session run- 
ning. adding FMkl3 at 
. FB&393 to lift the Hex index 
by to 3^2817. 

MADRID powered ahead 
to fresh highs with banks 
and supermarkets bolstering 
-the indices after positive eco- 
nomic data. The general 
.index rose 9.65 or 1.6 per 
pent to 601.73. 

Among the strongly 
bought banks, Popular 
soared Ptal.OOO to Pta34,300. 

; Contipente and Pryca, the 
hypermarket groups, were 
sharply ahead after first- 
quarter GDP data showed a 
strong rise In private con- 
sumption. Pryca was up 
Pta200 to Pta3,065 while its 
rival group picked up Pts255 
atPta3560._ - 

Tubacex, the steel tube 
maker, jumped Pta60 to 
Pta526 after an upbeat pre- 
. sentation to analysts. 

Written and etfted by Micbae! 
Morgan and Jeffrey Brown 


Positive tankan helps Nikkei up 1.7% 


Emerging markets: IFC weekly investable price Indices 
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Having dribbled lower through most of 
April and May. the Taiwan stock market 
has sprung back to life in recent weeks, 
writes Jeffrey Brown. The main weighted 
index rose 38.24 to 8,956.41 yesterday to 
extend its gain this month to nearly 12 per 
cent. 

A combination of favourable politics, ris- 
ing liquidity and a positive outlook for 
earnings in the key electronics sector looks 
to have restored investor sentiment to the 
beady levels seen in the early part of 1997. 

The leading weighted index surged from 
less than 7,000 to around 8,500 in the first 
10 weeks of this year followed by a pro- 
longed period of profit-taking. But the buy- 
ers have now returned in force. Last Thurs- 
day's TS251bn turnover was a record for a 
single session. 

Electronics shares have risen steeply, lift- 
ing the 1997 price earnings ratio for the 


sector to around 30 times In spite of pro- 
gressively upgraded profits estimates. Sec- 
ond quarter earnings reports will emerge 
next month and the betting among analysts 
is that they will be visibly up beat- 

inflation - barely 1 per cent in recent 
months - is low and producer prices con- 
tinue to contract as a result of productivity 
gains and low import prices. Chip spot 
prices have recovered strongly this year. 

Taiwanese company profits tend to con- 
tain a high proportion of non-operating 
earnings so the onset of a results season 
invariably provokes question about earn- 
ings quality. And at around 35 times 1996 
earnings. Taiwan is easily the most expen- 
sive stock market in Asia. 

“If the market breaches 9.000 there could 
be a short-term test of nerve for investors. 
But there is no denying sentiment is riding 
high at the moment” said one broker. 


FT/S &P ACTUARIES WORLD INDICES 


ASIA PACIFIC 


Tokyo rallied almost across 
the board, encouraged by 
New York's rebound over- 
night and unexpectedly 
strong results in the Bank of 
Japan's quarterly “tankan” 
survey of business senti- 
ment unites Owen Robinson. 

The Nikkei 225 index 
jumped 337.34 or L7 per cent 
to 20,679.27 after moving 
between 20,419.24 and 
20,736.17. 

The publication of the cen- 
tral bank's survey shortly 
before the market opened 
buoyed sentiment from the 
outset of trading. The survey 
showed that the index of cor- 
porate sentiment among 
leading manufacturers rose 
to 7 in June from 2 in the 
previous survey in March. 
Economists had widely pre- 
dicted the index would slip 
in to negative territory. 

New York’s overnight 
rebound reinforced the posi- 
tive mood, as investors 
showed renewed confidence 
in the direction of Japan's 
economy and pursued stocks 
in a wide range erf sectors. 
Retailers, however, suffered 
a setback from the previous 
day's announcement of weak 
sales in May as a result of 
the April sales tax increase. 

Volume surged from 366m 
shares to an estimated 512m. 
Advances overwhelmed 
declines 858 to 241 with 154 
unchanged. The Topix index 
of all first-section stocks 
climbed 26.47 to 1,558.44 and 
the capital-weighted Nikkei 
300 was up 5.59 at 802.21. 

In London, the ISE/Nikkei 
50 index rose 431 to 1,64426. 

Blue-chip exporters drew 
buying interest in spite of 
the dollar’s fall to the Y118 
level. Fujitsu continued its 
recent climb, gaining Y50 to 
Y 1^640. TDK rose Y140 to 
Y8.390, Pioneer Electronic 
Y60 to Y2.790 and Sony Y50 
to Y9.890. Leading car- 
makers also advanced. 
Toyota gained Y50 to Y3.430 


The FT/S4P Actuaries World Indices ae owned by FTSE International Unwed. Goldman. Sects & Co. and Stan da rd & Poor's. The Moes ere cumpOed by FTSE 
mtemataral and Standard & Poor's in conjunction wtm the Foofty ot Actuaries and the irateute of Actuaries. NatWest Securities Ud. was a co-fcuidar of the Ireteee. 
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and Honda Y70 to YMOO. 

Foreign investors actively 
bought Onanriiil issues nnri 
other domestic demand- 
related stocks. Banks rose 
nearly 8.5 per cent as a 
group. Industrial Bank of 
Japan climbed Y140 to 
Y1.830, Sakura Bank Y34 to 
Y885 and Bank of TokyoMit- 
subisM Y60 to Y2^80. Securi- 
ties houses also advanced. 

Among other domestic 
demand-reliant sectors, ship- 
builders were led up by Mit- 
sui Engineering and Ship- 
building, Up Y42 to Y264 in 
the day's highest volume cm 
reports that the company 
will receive lucrative local 
government orders for its 
advanced incinerators. 


Retailers were among the 
day’s losers, on concerns 
about their mid-term earn- 
ings outlook following poor 
sales figures. Marui foil Y60 
to Y2.210, Isetan Y40 to 
Yl^OO and Takashimaya YlO 
to Y1.630. 

In Osaka, the OSE average 
gained 264.52 to 2L390.46 and 
volume almost doubled to 
439m shares. 

HONG KONG tracked Wafl 
Street higher and brokers 
forecast the market could 
have further to rfftnh »hp«ri 
of the handover festivities 
next week. 

The Rang Seng index 
closed 174.06 higher at 
15,065.02 after storming to a 
high of 15^0056 in the morn- 


ing session. Turnover rose to 
a heavy HK$22.7bn, well 
above Tuesday’s HK$17.37bn. 

HSBC Holdings, the day’s 
most active issue, leaped to 
an all-time high, of HK$236 
before easing to^dose HK$5 
IiighwT at H K$233 in turn- 
over Of HK$1bn 
SYDNEY closed near its 
best levels as the market fol- 
lowed Wall Street up, and 
of&hore demand was noted 
late in the day, particularly 
for the hanking sector. 

The All Ordinaries index 
closed 16.7 up at 2,705.1, 9.1 
short of its record high of 
2,7142 set on June 20. 

KOALA LUMPUR was pul- 
led down by falls in large 
capitalised banking stocks 


on worries that domestic 
interest rates would remain 
firm. The composite index 
lost 7.96 to L069.96- Maybank 
foil MSI to MS2525 and Arab- 
Malaysian Merchant Bank 
by 40 cents to M$16. 

Bucking the weak finan- 
cial trend was MBf Capital 
which rebounded strongly 
from Tuesday’s plunge. MBf 
stock rose 46 cents or 10.9 
per cent to M$4.6& after fall- 
ing 96 cents on Tuesday. 

SEOUL was weak as bear- 
ish market prospects, 
prompted by shrinking cus- 
tomer deposits, kept inves- 
tors away. The composite 
index closed down 8.71 at 
74459 but volume remained 
thin at 37.3m shares. 
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NEWS: EUROPE 


Landmark 
retirement 
deal at VW 


By Andrew Fisher 
in Frankfurt 

The German motor company 
Volkswagen has agreed an 
early retirement and two- 
year wage deal with the big 
IG Metal! trade union which 
could open the way for fur- 
ther such agreements 
intended to help younger 
people enter the workforce. 

VWs 95.000 workers at six 
plants in west Germany will 
receive a 1.5 per cent pay 
rise in August, with a fur- 
ther 2.5 per cent in August, 
1998. The early retirement 
plan could affect about 
10.000 employees in the next 

five years, with VW making 
up part of their lost income. 

Mr Klaus Zwickel, head of 
IG MetaJl, called the scheme 
“an excellent example of a 
socially acceptable contract 
between generations”. How- 
ever. Mr Stefan Schneider, 
economist at Paribas Capital 
Markets, said the deal was 
“generous", reflecting VWs 
financial strength, and not 
necessarily applicable else- 
where. The German employ- 
ers' federation also said 
smaller companies could not 
finance such a deaL 

It follows the ending of 
previous early retirement 
arrangements in Germany 
under which the government 
bore much of the cost. The 
accord is also the latest to 
show a greater move 
towards labour flexibility - 


mainly through integration 
of Saturday working in nor- 
mal shift patterns - at a 
time of high unemployment, 
though VW said it bad 
achieved less than it wanted 
in this direction. 

The Bayer chemical con- 
cern has just signed a cost- 
cutting deal with its work- 
force in return for a promise 
to avoid heavy job losses 
before the year 2001. Ford of 
Germany also agreed a cost- 
reduction agreement in 
return for investment com- 
mitments. 

Under the VW retirement 
deal, employees will be able 
to continue working while 
receiving 85 per cent of net 
pay from the age of 55 to 57 
and six months. After then, 
they will stop work but still 
receive 85 per cent of pay 
until 60 when they retire 
early. VW will top up pen- 
sion contributions. 

The plan, backdated to the 
start of 1997, will cost 
DM150,000 ($87,000) for each 
worker involved. It will 
enable the company to 
employ all the 1.200 appren- 
tices it takes on yearly. 
Employees will also receive 
a DM500 bonus. 

Mr Stephen Reitman, 
motors analyst at Merrill 
Lynch, said VW had struck a 
balance between the need for 
flexibility and moderate pay 
rises and its desire to agree 
an acceptable retirement 
deaL 



Japan's prime minister Ryutaro Hashimoto welcomed to 
The Hague yesterday by his Dutch counterpart Wim Kok 
for talks on relations with the European Union m* 


‘Grain barons’ warned as annual farm price package is agreed 

EU ministers throw out plan 
to cut aid for cereal growers 


By Neil Buckley 
in Luxembourg 

European Union farm 
ministers yesterday threw 
out plans to cut aid to cereal 
farmers to fund support for 
the beef sector, but warned 
the "grain barons” that then- 
generous subsidies would be 
under the spotlight in the 
coming overhaul of EU farm 
policy. 

The annual farm price 
package, agreed after three 
days of talks, excluded a pro- 
posal from Mr Franz Fis- 
chler. the farm commis- 
sioner. to cut arable aid by 
Ecul.4bn (S1.6bn) next year, 
after four-fifths of EU states 
rejected it. But the final text 
implicitly accepted the Com- 
mission's claim that grain 
farmers were over -compen- 
sated by Ecu&5bn during the 
past four years for price falls 


that never materialised, and 

that reform was overdue. 

“The council recognises 
that the level of compensa- 
tory payments for arable 
crops since the 1992 [agricul- 
tural] reform has not been 
amended to take account of 
market developments” the 
agreement said. “Market 
prices have been higher than 
foreseen." 

Ministers undertook to 
“address this matter in the 
context of the forthcoming 
discussions” on farm reform. 
Mr Jacques Santer. Commis- 
sion president, will present 
proposals for revamping the 
Union's Ecu41bn-a-year com- 
mon agricultural policy next 
month, before consultations 
begin in the autumn. 

In a sign of the sensitivity 
surrounding the issue, how- 
ever. Germany managed to 
keep out of the final text a 


planned reference to Brus- 
sels' ca ll for arable cuts as 
“premature" - arguing that 
this presupposed an even- 
tual aid reduction. 

Mr Jack Cunningham of 
the UK. who. with Sweden 
and Denmark, was one of 
only three ministers to back 
Mr Fischler, welcomed the 
commitment to return to the 
matter. “The issue remains 
on the table,” be said. “A 
decision Is going to have to 
be taken." 

Mr Fischler had called for 
the cut in cereal aid to fund 
an Ecul.3bn programme to 
help beef farmers hit by the 
"mad cow” crisis. It was 
unclear last night where the 
beef funding would now 
come from. Finance minis- 
ters, who will debate the EU 
budget next month, may call 
for cuts across the board in 
all farm payments, or take 


the money from export sub- 
sidies to farmers. 

The arable aid payments, 
fixed in 1992, were intended 
to compensate farmers for 
expected price falls, but 
world cereal shortages have 
kept prices high. Smaller 
fanners complain that most 
of the money goes to large, 
wealthy “grain barons”. 
Brussels estimates that 60 
per cent of subsidies go to 20 
per cent of fanners. 

A UK minister revealed 
last week that one British 
grain fanner received £2m in 
EU aid last year. £230.000 of 
it for land set aside, or com- 
pulsorily uncultivated. 

Some officials suggested 
that despite Mr Fischler’s 
defeat this week, a rethi nk 
of the system was now inevi- 
table. “We have jemmied 
open the door to reform,” 
said one. 


Poles aim to slash next year’s budget deficit 


By Christopher Bobinski 
In Warsaw 

Poland's government, 
concerned about a rising 
trade deficit which Is set to 
reach $12bn this year. Is aim- 
ing to slash its 1996 budget 
deficit. Mr Marek Belka, the 
finance minister, said yester- 
day. 

Next year's budget would 
see the deficit cut to “below 
2 per cent of gross domestic 
product” from this year's 


planned 2.8 per cent. The 
minister was speaking after 
Mr Witold Kozinski, deputy 
bead of the central bank, 
had called for a balanced 
budget in 1998. 

Mr Kozinski warned that 
Poland's trade deficit would 
grow to $16bn next year, 
even if the budget deficit 
were cut to around L7 per 
cent of gross domestic prod- 
uct, as apparently envisaged 
by the government Such a 
fiscal deficit, according to 


the central bank, would 
mean the current account 
deficit would reach 8 per 
cent of GDP, the level at 
which a recent run on the 
Czech koruna forced the 
Prague government into 
emergency measures. 

The first four months of 
this year have seen Poland’s 
current account deficit reach 
f2.2bn, as imports have 
grown by 28 per cent and 
exports by a mere 8 per cent. 
This, said Mr Belka, 


suggested that the payments 
deficit for the year would 
reach $6bn, or 4 per cent of 
GDP. which was still a safe 
leveL 

“No one, including the 
International Monetary 
Fund, envisages that Poland 
should balance its budget 
next year," he added. Next 
year’s budget projections 
foresaw export growth of 12 
per cent and import growth 
of 16 per cent 

Mr Belka, whose govern- 


ment faces elections in three 
months’ time, said that 
spending on policing and 
education would remain a 
priority. He Called to men- 
tion the health service, 
where doctors are campaign- 
ing for wage increases. 

The Solidarity Electoral 
Action, the main opposition 
movement, led by the Soli- 
darity trade union, has 
already promised to spend 
more on all three areas. 

Mr Belka was speaking as 


parliament’s lower chamber 
approved laws establishing a 
pension reform, which will 
gradually switch employees 
from the present pay-as- 
you-go system to a scheme 
under which Poles will be 
forced to save for their 
retirement through private 
pension funds. The pro- 
gramme, to be initially 
financed through sales of 
state assets, should increase 
the level of savings in the 
economy. 


French shareholders more ready to flex their muscles 


By Andrew Jack In Paris 

French individual shareholders 
are taking companies’ animal 
general meetings far more seri- 
ously and questioning directors 
in an effort to protect the value 
of their investments, according 
to a study released yesterday. 

The analysis of 1997 AGMs 
condncted by accountants 
Deloitte & Touche, the communi- 


cations agency Ecocom, and the 
French magazine Investor high- 
lighted a growing number of 
investors demanding to know 
how far outside directors were 
involved In the companies on 
whose boards they sat. 

Many posed questions about 
the number of shares held by 
directors, and about the honor- 
aria they received for sitting on 
boards. They also criticised 


directors for a lack of indepen- 
dence, and those who sat on a 
large number of different boards. 

A second element identified by 
the study was growing criticism 
over the dilution of a company's 
capital through rights issues, 
stock options granted to employ- 
ees and the payment of dividends 
in the form of shares rather than 
cash. 

Shareholders were also begin- 


ning to ask a wide range of ques- 
tions at AGMs relating to their 
companies’ ftatnre strategy and 
international expansion plans. 

“Shareholders are asking more 
and more questions,” said Mr 
Olivier Aziferes, director of audit 
and accounting at Deloitte & 
Touche. “The era of the 1970s 
and 1980s when they came just 
for the present or the cocktail at 
the mid of the meeting are over.” 


He argued that the change 
over the past few years reflected 
the growing numbers of individ- 
ual shareholders since a pro- 
gramme of privatisation of state 
enterprises in the mid-1980s, and 
the increasing pressure on fund 
managers to vote at annual 
meetings. 

The growing Importance of 
AGMs has also been highlighted 
by unprecedented levels of oppo- 


sition iu shareholder votes to 
resolutions proposed by several 
companies in the past two years. 
It is even possible next month 
that Eurotunnel shareholders 
will have sufficient votes to 
block a res tru c turi ng plan. 

The study suggested that a 
growing number of individual 
investors are discovering that 
they can wield power by allocat- 
ing proxies or becoming mem- 


bers of a series of shareholder 
associations and voting in 
groups. 

It argued that investors 
wanted greater clarity and trans- 
parency in information provided 
by companies, indications of a 
clear strategy, and greater 
efforts at communication, rather 
than treating annual general 
meetings simply as a formal 
legal necessity. 
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SEC win in 
battle against 
insider trade 


By John Authors and 
Richard Waters In New York 

The US Supreme Court 
yesterday overturned a 
lower court decision that if 
it had stood, would have 
seriously dented attempts by 
the Securities and Exchange 
Commission to crack down 
□□ insider dealing. 

The case, which sprang 
from Grand Metropolitan's 
takeover of Pillsbury in 1988. 
has been the most closely 
watched insider trading case 
of recent years. If the earlier 
appeals court decision had 
been allowed to stand, 
between 40-45 per cent of all 
prosecutions launched in the 
past five years would have 
been affected, said Mr Wil- 
liam McLucas, director of 
enforcement at the SEC. 

The case stemmed from 
the $4.5m profit made by Mr 
James O’Hagan, a partner at 
the Minneapolis law firm 
which Grand Met had hired 
to advise it on its bid for 
Pillsbury. Mr O’Hagan 
remortgaged his house to 
buy shares and call options 
in Pillsbury in the weeks 
before Grand Met’s interest 
was made public. 

Despite a conviction on 57 
counts, however, an appeals 
court ruled that the lawyer 
was not technically an 
“insider" at Pillsbury. It also 
ruled that Mr O’Hagan had 
no fiduciary duty to Pills- 
bury, since he did not act for 
the company. The Supreme 
Court yesterday overturned 
this judgment, in the process 
upholding the SEC’s argu- 
ment advisers acting for a 
bidder, not just a target com- 
pany, should be subject to 
insider trading rules. 

“It would make scant 
sense to bold a lawyer-turn- 
ed-trader like O’Hagan a — 
violator if he works for a law 
firm representing the target 
of a tender offer, but not if 
he works for a firm repre- 
senting the bidder." accord- 
ing to the written opinion 
from Justice Ruth Bader 
Ginsburg. Six of the judges 
fully concurred with her 


US orders for durable 
manufactured goods 
declined by a seasonally 
adjusted 0.6 per cent last 
month, as demand for com- 
mercial aircraft and new 
cars fell sharply, the Com- 
merce Department reported 
yesterday, Gerard Baker in 
Washington writes. 

The fall followed a 1.6 per 
cent rise in April, revised up 
from a previous estimate of 
1.3 per cent. The figures 
were broadly in line with 
the picture seen in recent 
weeks of the US economy 
slowing from its rapid pace 
of growth in the first three 
months of the year to a 
mare sustainable pace in the 
second quarter. 


opinion, but three dissented 
in part. 

By siding with the SEC, 
the Supreme Court upheld 
the Commission's so-called 
“misappropriation theory," 
which has been widely used 
in insider trading prosecu- 
tions In th.e last decade. This 
holds that anyone who 
trades on information about 
a tender offer before it is 
announced should be held 
accountable, not only those 
who have a direct fiduciary 
duty to companies involved. 

“This decision reaffirms 
the SEC’S efforts to make the 
stock market fair to all 
people, whether you’re a 
Wall Street veteran or Main 
Street newcomer," said Mr 
Arthur Levitt, chairman of 
the SEC. “Insider trading is 
profoundly inconsistent with 
the American public's sense 
of fairness." 

Hie SEC made clear that 
this decision did not expand 
its powers as they have 
evolved over the past 10 
years, but prevented any 
erosion of them. Lawyers 
agreed. "Now, for the first 
time, the [misappropriation] 
theory is established every- 
where and concretely - it is 
one of the biggest c riminal 
securities cases in a genera- 
tion,” said a partner at a top 
Washington law firm. 


Martin Broughton sees little hope of meeting main public health targets 


BAT chief fumes at US tobacco deal 


By Richard Tomkins 
in New York 

M r Martin Brough- 
ton, chief execu- 
tive of Britain's 
BAT Industries, is fuming 
over the US tobacco indus- 
try's $368.5bn settlement 
with its foes. Words like 
“stupid" and “ridiculous" 
figure in his comments on 
the deal - even though he is 
one of its main signatories. 

The industry’s big win 
from the settlement, if 
Congress approves it will be 
immunit y from multi -milli on 
dollar litigation. But Mr 
Broughton protests bitterly 
over some of the concessions 
that have been wrung out of 
the industry in return, some 
of which he sees as 
misguided. 

Indeed, he puts himself on 
the same side as the deal’s 
critics by suggesting that its 
main public health measures 
- the restrictions on 
cigarette advertising, the 
targeted cuts in teenage 
smoking regulation by 
the Food and Drug 
Administration - are likely 
to fall short of delivering the 
desired benefits. 

On the advertising 
restrictions, which are so 
severe as to come close to a 
ban, he says: “All of our 
experience is that a ban on 
advertising makes 
absolutely no difference to 
the number of smokers or 
the number of cigarettes 
smoked. 

“It's a bit like motor cars: 
it’s a mature product. 


Advertising cars doesn’t 
suddenly make somebody 
who couldn't drive before 
decide he's going to pass the 
test and go out and buy a 
car.” 

Instead, Mr Broughton 
says, the restrictions will 
simply limit cigarette 
makers’ ability to compete 
with one another. “If we 
agreed voluntarily to do 
what we are doing here, 
without Congressional 
approval, we would be up 
before the Justice 
Department on an anti-trust 
charge that said we were 
deliberately preventing 
competition.” 

Mr Broughton is a 
50-year-old qualified 
accountant who joined BAT 
Industries as a travelling 
auditor in 1971. He worked 
his way up through the 
ranks to become senior 
finance director in 1990 and 
chief executive in 1993. 

He found himself .drawn 
Into the US 'tobacco 
negotiations when Philip 
Morris and RJR Nabisco, 
BATs two biggBr rivals In 
the US market, agreed to 
start talks with anti-tobacco 
lawyers at the beginning of 
April. As the talks neared 
their climax, be was 
identified as a stumbling 
block to a deal because of his 
strong opposition to same of 
the concessions being 
demanded by , the 
anti-tobacco side. 

Last week’s signing of the 
deal seems to have done 
little to alleviate his 
concerns. In particular, the 



Martin Brough too: deeply unhappy at deal 


targets for reducing the assumption that the 
under-age smoking rankle tobacco companies can 
because they seem to rest on control smoking by 


teenagers - a premise he 
rejects as “totally false”. 

“It’s all worked on the 
basis that the only reason 
under-age smokers smoke is 
because cigarette companies 
advertise to them and makp 
the product freely available 
to them.” he says, protesting 
that this argument ignores 
societal and cultural 
pressures. 

The deal proposes that 
teenage smoking should fall 
by 30 per cent in five years 
and 60 per cent in 10 years, 
wjtb penalties of up to $2bn 
a year against the tobacco 
companies if the targets are 
not met. The penalties, 
however, may be reduced by 
75 per cent if the industry 
can show that it “pursued all 
reasonably available meas- 
ures" to reach the goals. 

Mr Broughton says the 
anti-tobacco negotiators 
insisted on the penalties so 
the tobacco companies could 
be held to blame if the 
targets were missed. “The 
assumption is that if these 
targets, which we believe to 
be unrealistic, are not met. it 
must be our fault, so we 
have to pay some more.” 

Mr Broughton says be is 
concerned that the deal 
gives the Food and Drug 
Administration powers to 
reduce, and eventually 
eliminate, the nicotine 
content of cigarettes, but he 
takes comfort from a 
condition that prevents the 
FDA from doing so if a black 
market in full-nicotine 
cigarettes would result 

He says it would be “a 


damned stupid thing for 
anybody to suggest" that a 
product should be prohibited 
if that merely led to a black 
m arket in which people kept 
on consuming the product 
but the government received 
no tax from it 

“It's not a loophole at all: 
It’s the one practical thing in 
there to say that if we are 
going to eliminate nicotine, 
at least only do it when 
there is going to be 
consumer acceptance of a 
product without nicotine. 
Doing it now flies in the face 
of reality." 

Although Mr Broughton 
appears to see little impact 
from the public health 
measures contained in the 
deal, he expects smoking to 
decline in the US because of 
the price increases that will 
be introduced to fund the 
settlement. 

“Market analysts are 
seeing a fall of 10-12 per cent, 
and that doesn't look like an 
irrational forecast to me," he 
says. He says that BAT's US 
profits will suffer: “Only 
time will tell by how much." 

But be is not too worried 
that other countries will 
seek similar deals. “I think 
there will be a lot of noise 
from people in other 
countries, bat when you 
look at this coolly, this is n 
uniquely American situation 
and a uniquely American 
solution to it. 

“Fortunately, most other 
countries are not blessed 
with the same legal 
structures and systems that 
the Americans have." 


Mexico begins sell-off of satellite interests 


By Daniel Dombey 
in Mexico City 

The Mexican government has 
begun the sale of almost all of its 
satellite Interests, in a privatisa- 
tion expected to raise several hun- 
dred million dollars. 

The sale Is likely to attract inter- 
est because of a protocol last year 
between Mexico and the US which 
permits each country to beam sat- 
ellite television to the other. 

The government, which has not 
said bow much it expects to make 
from the sale, Is selling Mexico’s 


three fixed satellites, plus permits 
to operate new satellites in particu- 
lar orbits - or slots - which have 
not yet been occupied. 

The privatisation had been an 
administration goal for the last 2'A 
years, but has been held up. 

“This privatisation took time," 
said Mr Javier Lozano, the coun- 
try's communications minister, 
“because we needed to change the 
constitution, draw up a new tele- 
communications law, restructure 
the operator and decide what to 
sell” 

Mexico's three satellites, two of 


which were launched this decade, 
have been grouped together into a 
newly formed company known as 
SatMex. The satellites have annual 
sales of 3110m. 

The government will privatise 60 
to 75 per cent of SatMex. a process 
it expects to conclude by October, 
It plans to sell off the remainder as 
shares during the next five years, 
after, it hopes, benefiting from an 
appreciation in the com 
party's market value. 

“It Is a good time for the sale. In 
another couple of years It may not 
be, since the dust will have settled 


and many companies may have 
acquired the satellites they want," 
said Mr Andrew 

Fyfe, a consultant at 
Price Waterhouse, which formerly 
advised the Mexican government 
on its satellite assets. 

“We decided to privatise the 
three satellites together so that the 
sale is attractive to foreign inves- 
tors who can make the satellites 
competitive on world markets," 
said Mr Lozano who expected the 
primary market for the satellites’ 
services to be open access rather 
than pay television. 


Foreign investment in the satel- 
lites will be limited to 49 per cent 
and several international groups 
are understood to be interested, 
including Hughes Electronics, 
which originally built the satel- 
lites. 

The government will separately 
auction slots it holds for other sat- 
ellites. with the first sale taking 
place this autumn for a satellite to 
be launched next year. 

However, it will retain the satel- 
lites’ teleport capacity, which can 
be used to run private data net- 
works. 







Illicit drugs 
trade is put 
at $400bn 

UN report seeks to assess scale 
of global narcotics industry 


By Stephen Fkfler 
and Jimmy Bums 

fllicit drugs generate 
turnover estimated at S400bn 
year - about '8 per cent of 
world trade and more than 
the trade In either iron and 
steel or motor vehicles, 
according to a report pub- 
lished today by the Un ite d 
Nations International Drug 
Control Programme. 

The World Drag Report, 
the first of its kind to be 
issued by the Vienna-based 
agency, says traffickers are 
taking advantage of 
increased trade and free cap- 
ital flows. “In ways not dis- 
similar to their counterparts 
in leg al enterprise, c r i minal 
organisations involved in 
illicit drugs respond to 
opportunities created by a 
globalising market econ- 
omy,*’ it says. 

In a report based on indi- 
rect indicators of the drug 
cycle such as the known 
quantities of drugs seized, 
numbers of laboratories dis- 
covered and numbers of 
drug related deaths, the 
agency has estimated total ', 
figures to provide a global 
picture of the drug situation. 

The report says drug traf- 
fickers are making gross 
profit margins of up to 300 
per cent, while drug seizures 
are only a small proportion 

Up to 53 per 
cent of Bolivia’s 
export revenues 
are estimated to 
come from 
drugs, and a 
fifth of 

Pakistan's 

of estimated output World- 
wide, 251 tonnes of cocaine 
were seized in 1995 against 
an estimated 1,000 tonnes of 
production, and of the 300 
tonnes of heroin estimated 
to be produced a year, 31 
tonnes were seized. 

At these levels, the report 
implies, there is very little 
impact cm the profitability of 
drug organisations. It says 
that at least 75 per cent of 
International drug ship- 
ments would need to be 
Intercepted to substantially 
reduce the profitability of 
drug trafficking. 

The report says many drug 
users are switching from 
drugs such as heroin and 
cocaine to ecstasy and meth- 

amphptamhw y 

The most widely abused 
drug remains cannabis, con- 
sumed by about 2 JS per cent 
of the world’s population, 
140m people. An estimated 
8m people, some 0.14 per 
cent of the world population, 
take heroin, debatably the 
most serious drug of abuse. 

The most pronounced 


World drug trad* 


Compared with other cross- 
border flows, 1995 (STOOObn) 
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increase of drug abuse in 
recent years has been of syn- 
thetic amphetamine-type 
stimulants. About 30m 
people consume such drugs 
wor l dwid e. Seizures of these 
drags increased ninefold 
between 1978 and 1993, an 
average annual increase of 
16 per cent 

The report identifies two 
trends in the laundering of 
drag money. First it is 
becoming more professional, 
with a steady increase In the 
tees paid to money launder- 
ers: from 6-8 per cent in the 
early 1980s to 20 per cent by 
the mid-1990s. Secondly, it is 
becoming more internation- 
alised, potentially undermin- 
ing the integr it y of the inter- 
national fins n rial sys tem - 

The report says countries 
where plant-based drugs are 
grown benefit little from the 
trade, while their economies 
can be damaged. The econo- 
mies most affected are 
Bolivia, where 10 per cent of 
the workforce and more than 
9 per cent of gross domestic 
product is generated by 
drugs; Pern, 3 per cent and 7 
per cent respectively; Colom- 
bia, where the employment 
effect is small but almost 6 
per cent of GDP is generated; 
and Pakistan, where nearly 4 
per cent of GDP comes from 
drugs. Between 28 and 53 per 
cent of Bolivia’s export reve- 
nues are estimated to come 
from narcotics, and one-fifth 
of Pakistan’s. 

The report Is careful to 
avoid political controversy, 
by avoiding any direct crit- 
icism of individual coun- 
tries, or taking sides in tha 
crmtimring debate over pro- 
hibition and law enforce- 
ment 

Ms Anna Bradley, execu- 
tive director of the London- 
based Institute for the Study 
of Drag Dependence, said 
yesterday: “The report is a 
brave attempt to describe 
the world situation but it 
fails to provide dear point- 
ers on policy effectiveness 
and political black spots. 

“It seems the UN may 
have insufficient powers in , 
this policy area," she added. I 


World Bank report says an effective state is vital for development 


‘Dazzling’ 

growth 

versus 

stagnation 

The World Bank says the 
impact of government effec- 
tiveness and credibility on 
economic growth is shown 
by the sharp contrast 
between development in 
sub-Saharan Africa and east 
Asia, writes Andrew Balls. 

“Countries that have con- 
cluded that the role of the 
state should be less promi- 
nent ought to consider how 
the darling growth of East 
Asia [was] made possible by 
an effective state, "says Mr 
James Wolfensohn, the 
bank’s president. 

In 1964. income per bead 
was virtually the same in 
the two regions. Today, 
income per head is more 
thaw five iim«w higher in 
east Asia. The report sug- 
gests that the limits set on 
the growth of the east Asian 
state, the soundness of the 
policies it has introduced 
and the effectiveness with 
which it has delivered ser- 
vices have played an impor- 
tant part in the growing gap 
between the two continents. 

The bank’s 1997 World 
Development Report survey 
looked at the relative impor- 
tance of state size and capa- 
bility, and the policies gov- 
ernments pursued, in the 
growing gap between east 
Asia and Africa, taking into 
account initial income and 
education levels. The state 
was the same size in the two 
regions in 1964, although 
African governments were 
already spending more on 
consumption, largely as a 
result of greater public sec- 
tor employment 

Today, government con- 
sumption in Africa is one 
and a half times the east 
Asian level. The evidence 
points to the effect of good 
government policies: open- 
ness to trade and invest- 
ment, lack of price distor- 
tions, relative lack of black 
market exchange rate premi- 
ums and higher levels of 
education and investment 
says the report 

The reliability and effec- 
tiveness of institutions 
upholding the rule of law 
and protecting property 
rights have allowed faster 
development in East Asia. 
Without protection from 
theft and violence, protec- 
tion from arbitrary state 
actions and protection from 
a fair and predictable judi- 
ciary, it is all but impossible 
for markets to develop. 

Qood gawarmmnt helps 
Wpliln IncociM gap batsman 
aast Asia and Africa 



Africa’s crisis of governance 


By Andrew BaBs 

Africa faces “a crisis of 
statehood" which cannot be 
resolved without interna- 
tional help, the World Bank 
warns in its annual World 
Development Report pub- 
lished yesterday. 

“The majority of countries 
in Sub-Saharan Africa now 
have lower capability 
(including state capability) 
than they did at indepen- 
dence," says the 265-page 
analysis of the role of 
the state in a changing 
world. 

The report warns that 
without an effective state, 
economic and social develop- 


ment is impossible. A “mini- 
malist state would do no 
harm, but neither could it do 
much good," said the World 
Bank president, Mr Janies 
Wolfensohn, launchi n g the 
report “Markets and govern' 
meats are complementary. 
The state is essential for put- 
ting in place the appropriate 
institutional foundations for 
markets." said Mr Joseph 
Stiglitz. the World Bank's 
chief economist. 

Critics have accused past 
reports of concentrating too 
much on the World Bank's 
recommended reforms, and 
too n>*ip on thp constraints 
OQ and gn w rpmgnts 

must implement *^ |wT| 


Tikis latest report puts 
greater emphasis on the 
environment in which 
l e f o nmus must operate, and 
on rules and institutions, 
reflecting a shift among aca- 
demic economists. 

Drawing from examples of 
successful and unsuccessful 
states from around the 
world, the Bank sets out a 
two-part strategy for greater 
efficiency, urging govern- 
ments to become “better 
focused oa the core public 
activities that are crucial to 
development" while looking 
for ways to improve the 
state's capability by “reinvi- 
gorating public Institutions”. 

Although the Bank 


stresses that all states wed 
to Improve efficiency, its 
toughest comments are 
reserved Tor Africa. "An 
institutional vacuum of six* 
nificani proportions has 
emerged in many parts of 
Sub-Saharan Africa, leading 
to Increased crime and an 
absence of security, affecting 
investment and growth." 
says the report. 

Many African states "are 
trapped in a vicious circle uf 
declining state capability 
and thus declining credibil- 
ity in the eyes of their citi- 
zens". Most African coun- 
tries will need to raise real 
public wages, increase 
spending on social services 


"and n» 

mettl m persona l kuk-W*- 
moot, retraining -n*** 
areuii nubility ■ * ,! ' 4 

Hank. Hut it utltfc- rtw* UiN 
major rebuilding »*f 
capability cannot happen 
without tti!i-nutir»n:d a^i- 
toner. 

"Even m the worst Mtua- 
lions, very small steps 
toward a more effective state 
ivm have a large impact »n 
economic and social wrlfofe 
The challenge for states ts 
neither to shrink into iiimss- 
nificanco. nor to tU*i«u»-»te 
markets, hut to start Liking 
those snull steps." tar.! Mr 
Wolfensohn. 
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Government must be markets’ 
‘partner, catalyst and facilitator’ 

Andrew Balls on the proper size and role of the public sector in an economy 


S ince Bangladesh 
became independent in 
1971 its government 
has doubled in size. The 
number of ministries 
increased from 21 to 35 and 
the country's 450,000 civil 
servants grew to a million. 

The result for Bangladesh 
- and for other countries 
that have “simply overex- 
tended themselves" - has 
been “disastrous", says the 
World Bank. 

In the case of Bangladesh, 
says the bank in its 1997 
World Development Report, 
the expansion of the govern- 
ment has reduced its capac- 
ity to implement policy. Co- 
ordination between depart- 
ments has become alm ost 
impossible and regulation 
intrusive. Newly created 
vested Interests have 
blocked reform. 

“Without an effective 
state, sustainable develop- 
ment, both economic and 
social, is impossible," says 
Mr James Wolfensohn, the 
bank’s president, in his 
introduction to the report. 
The state must set rules to 
allow markets to function, 
and must play by the rules 
itself, acting predictably, and 
preventing corruption. The 
state must be a- “partner, cat- 
alyst, and farifitatar'* of eco- 
nomic development, he says. 

The survey of development 
in 133 countries focuses on 
the role of the state. This 
spotlight on state institu- 
tions and politics marks a 
shift of emphasis. Previous 
reports have been criticised 
for paying too much atten- 
tion to the “wish-lists" for 
reform and too little atten- 
tion to the instit u tions that 
male a reform happen. 

The report highlights five 
crucial functions that gov- 
ernments - rather than mar- 
kets and private associations 
- must provide: 

• Legal foundations; 

• An effective macro 
economic policy environ- 
ment; 

9 Investment in basic social 
services and infrastructure; 

• A comprehensive safety 
net for vulnerable members 
of society; 
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• Basic environmental pro- 
tection. 

“For human welfare to be 
advanced, the state's capa- 
bility - the ability to under- 
take and promote collective 
actions efficiently - must be 
increased." 

Governments cannot pro- 
vide growth, says the report. 

But they must provide an 
institutional framework to 
underpin the markets that 
da East Asian governments 
have done e good job in 
manag in g economic develop- 
ment Chile and Mauritius, 
too, have been successful in 
getting the fundamentals 
right Others have been less 
successful 

The World Bank says that 
despite some encouraging 
exceptions, notably Bot- 
swana and Uganda, most 
African states now have 
lower “state capability” than 
50 years ago at Indepen- 
dence. Countries with weak 
state capability increased 
income per head by only half 
a per cent a year over the 
last three decades. During 
the same period, income per 


head in countries with 
strong capability, such as in 
East Asia, grew on average 
by 3 per cent. 

“Globalisation [greater 
world economic integration] 
is a threat to weak or capri- 
ciously governed states. But 
it opens the way for effec- 
tive, disciplined states to fos- 
ter development and eco- 
nomic well-being," the 
report says. 

The application of predict- 
able rales and policies - 
state credibility - is vital if 
developing countries are to 
attract private investment. 
The report's survey of 69 
countries shows that poor 
state credibility results in 
lower investment and 
growth and undermines 
development 

Private investors steer 
clear of countries where the 
state fails to fulfil its core 
tiwrifg in central and eastern 
Europe, Latin America, and 
in Sub-Saharan Africa. 60 
per cent of companies sur- 
veyed reported that policy 
unpredictability seriously 
hampered business and 
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investment. In the Common- 
wealth of Independent 
States, 80 per cent of entre- 
preneurs voiced the com- 
plaint. More than half of 
managers surveyed in the 
CIS said they spent more 
than 15 per cent of their time 
negotiating with government 
officials over rules and regu- 
lations. 

“Low state capability in 
many of the countries of the 
CIS is a serious and mount- 
ing obstacle to further prog- 
ress in most areas of eco- 
nomic and social policy,” the 
report warns. 

While geographical and 
political diversity means 
there can be no simple blue- 
print to guarantee effective 
government, the World Bank 
says countries should adopt 
a two-part strategy to 
increase state effectiveness. 

First, governments must 
match their role to their 
capabilities. Developing 
countries must concentrate 
on getting the basics right, 
rather than trying to do too 
much, and must safeguard 
property rights and guaran- 


tee the ruk* of law. Develop- 
ment In south Asia is stran- 
gled by over-regulation ;uu * 

excessive state consumption. 
says the report. 

Secondly, governments 
mast increase state capabil- 
ity by ensuring that effective 
rules and restraints cheek 
public authority and prevent 
corruption. Increasing win- 
petition. and lowering barri- 
ers to trade reduces the 
state's discretionary iH»wcr 
and. In turn, corruption 
Public officials should be 
appointed on merit, not on 
political patronage In mbit 
tion. governments mast seek 
to decentralise power and to 
involve the population in 
decision-making. Democrat i- 
sntlun and decentralisation 
have, fur instance, led h> a 
“quiet revolution" of reform 
in Latin America. 

Africa, on the other hand, 
is experiencing a "crisis uf 
statehood”, undermining the 
capability and legitimacy nr 
government. It warns that 
the cents of failure to ensure 
state effectiveness and credi- 
bility is not simply stagna- 
tion and delayed growth. 
Rather, the danger is of 
relentless downward spirals 
and collapsed states. 
Between 1965-95 income per 
head fell by 1.3 per cent 
between 1965-95 in Burundi, 
by 5.4 per cent in Rwanda, 
and by 3.6 per cent in Sierra 
Leone. The state has col- 
lapsed in Somalia and in 
Liberia, which is locked in a 
“no war. no peace" equilib- 
rium, torn apart by fighting 
factions. 

The report concludes that 
“if governments cannot 
grasp the nettle of improving 
their effectiveness and re- in- 
vigorating public institu- 
tions. the prospects for sig- 
nificant improvement in 
economic and social welfare, 
in some countries, may be 
bleak indeed". 

World Development Report 
1997! The State in a Chang- 
ing World. Published by 
Oxford University Press for 
the World Bank, 181S H 
Street NW, Washington DC 
20433, US 


ARGENTINE REPUBLIC 

MINISTRY OF ECONOMY AND PUBLIC WORE AND SERVICES 
SECRETARY OF PUBLIC WORKS AND TRANSPORT 
Bnenos Aires Urban Transport Project Loan IBRD 4163- AR 
INVITATION FOR PREQUALIFICATION 

TT» Government of tha Argentine RqxABc has apptod lor a loan from the International Bank for Reconstruction 
and Dsvriopment {IBRD), and Hands to apply a portion of thto loan to eligible payments undo- tha contracts tor 
the rahabBRaflan of Lina A of the Buenos Aims subway system. 

The Secmtay of PifcGc Works and Jmn^wrt of tha MMs&y of Economy and Public Works and Services intends 
io praqualHycotamifcra tor the ioBowitnflworinconiHipotxflng Id the rehaMtaBonolLlne Art the Buenos Alms 
subway system under tour contracts. It Is tetfdpaled that invitations to Bid wll be mado in September 1997. 

1. Track: Works and materials related to complete renewal of trade; maint en ance ^ the track during the 
12-monihs guarantee period. 

2. CM! Works FMiabJRtato (worts end materials) of vomflation, Are protecti on and lightening emer- 
B^rtcy systems; drainage systems; escalators; rehatogtation erf stations; buflding of a rww underground 
MAJOR. 


3. Electrical Equipment Supply and Installation ol docJricoJ substations, renewal of the power transmb- 
8*on system with mecDum voltage trim networks, and arrotage feeder serial Tine for trains. 

4. Sign aianfl a nd Cunmunlcatione: RahablBation of the signaling system; supply and Installation of an 
op^rajtorniotocontroi system, power supply and auxHJaiy equipment for stations; 3uppty and Irwtafla- 
uon at a communication system Iran tfie operations control center to the trains. 


Snos: Procurement under EBRD bane and IDA ensdhs. 

Appflcants mgy prequaflfy tar one or more contracts. 

Mddere obtete the prequaHioaflon documena J« aato conlmd upon paymert ol o non 


i au w iu> tjqujvweni fi usA uosare. praqisjascanon documents may he tequ of 
pajm»ra|^A lvpotet ortaxiby contacting: SECREIAHIA DE OBflAS PUBUCAS Y TFWNSPORTE, COORDNAC 
™ BP0H,E URBANO DE BUB40S AIHES, WPOUTO YR1GOYEN 290, PISO 12, OFIONA ttu 
GJP. 1310, BIOIOS AIRES, REPUBUCA ARGENTWA, BUG 54-1 348 741B. 

TT^"^!?5^f?}^ , SI^!^r^i55f nd * Wef *® mayk,ofnca3h f lpsaoeorDollara ) orlJ, ycert»tedcriackLnfavt 
ot ■MNBTBtiO DE ECONOWA Y OBRAS Y SERWOOS PUBUCOS 1 , In the Depmtafflerrto TESOHSBA of sue 
Wnrtry. H. Yrig oyan 250. Pbo 3*. ofldna 311, Capital Federal, between 1000 and 1330. or by bar* mow 
®™ eo 5®, lal N* 5 * 6 " Aw**®. Sueuraal Plazas de Mayo, Currant Account h 
1663fl3&-M.E.'DnecGun Genera! deAdmHatraddn. 

The request must ctearlyspoctfyT : lequert tor praquaBficatSontkxairnants lor the contracdbontractKModentlz! 

to ri tha Bueroa Aires Stto wayOJn e AJ ■ The Secretary of PubI 

Works and Ttansportwaisendwtthcjut any deteythe requested docranents by mairiered air mal, but In atycas 
ttwMnri bo m aponutota ri toes or late reception. 


and vriune In the lest 5 years. 

Submtestan of AppScatos tor PrequafiBcato sfcafl be in esaled envelopes, dafivarad pereonaly or sent bv 
regtaterad fetter to: SECRETMiA DE OBRAS PUBUCAS Y TRANSPORTS, Hff*OUTO YR1GOYEN 250 PBO VL 
OFICINA 1220, C.P. 1J10, BUENOS AIRES, REPUBUCA ARQBIT1NA, no later than July ISth. 1997. ’ 

The Secretary rf Piijfc lAtorks and Transport reserves lf» right to accept or njfect any Iota appGca&xi. 

Bidden wQ be timely notffled ri the restate. Only the firrm, group ri firms or Joint ventures praquaUfied under 
these procedures wfl be Invited for bids. 


Netanyahu puts off 
promotion of hardliner 


Ely Judy Dempsey 
in Jerusalem 

Mr Benjamin Netanyahu, 
the Israeli prime minister, 
has postponed until early 
next week a cabinet reshuf- 
fle in which it is expected Mr 
Ariel Sharon, the infrastruc- 
ture minister, will be made 
finanr-f* minister. 

The postponement follows 

the defeat of a no-confldence 
vote on Tuesday night which 
has left the Likud-led coali- 
tion more divided than ever 
and the government increas- 
ingly unstable. 

Yet it is those two ele- 
ments which explain why Mr 
Netanyahu is likely to give 
Mr Shawm the finance min- 
istry. He needs Mr Sharon to 
pull the party together as 
well as reward him for help- 
ing bring Mr Netanyahu to 
powers year ago. 

Then, Mr Sharon managed 
to persuade Mr David Levy, 
the foreign minister, to join 
the Likud bloc after Mr Levy 
had broken away to form his 
own Gesher faction. He also 
swung over the entire reli- 
gious community and advo- 
cates of a “Greater Israel" 
who believe the West Bank 
is their birthright 

“Netanyahu, with his eye 
on the elections in 2000, 
needs Sharon to bully the 
party and galvanise support 
as he did last year as much 


as Netanyahu owes him 
favours,” a foreign ministry 
official said. 

But promotion to the 
finance ministry of a man 
found by a state inquiry of 
being indirectly responsible 
for the murder of hundreds 
of Palestinians in the Sabra 
and Chatila camps near Bei- 
rut in 1982, when Mr Sharon 
was defence minister, has 
stunned moderate Likud 
deputies in more ways than 
one. 

Mr Sharon is insisting he 
retain control over land and 
water - responsibilities 
transferred to the infrastruc- 
ture ministry which Mr 
Netanyahu created last year 
in order to St the leads’ of 
the Likud right into the cabi- 
net While these are central 
issues in any future settle- 
ment with the Palestinians, 
Mr Sharon is also insisting 
he be part of the inner cabi- 
net which discusses security 
and the peace talks, a move 
which Mr Yitzhak Morde- 
ebai, the pragmatic defence 
minister, staunchly opposes; 
“He knows what kind of sig- 
nals that would send to the 
Arab world," a senior diplo- 
mat said. 

Yesterday, Mr Sharon told 
Ma'Ariv, the Israeli newspa- 
per, he had asked Mr Netan- 
yahu to give him responsibil- 
ity for running the 
negotiations with the Pales- 


tinians. The Arab world 
already tears the worst, not 
only because of Mr Sharon's 
record in Lebanon but 
because of his unremitting 
hardline policies towards the 
Palestinians - which have 
far from mellowed. 

Soon after last year's elec- 
tions. Mr Sharon, in an inter- 
view with Israel Radio, 
accused Mr Yassir Arafat, 
the Palestinian leader, of 
being a “murderer of chil- 
dren, babies, women and 
elderly people. I will not 
shake the hand of the 
murderer." Mr Ahmed Tibi, 
the Israeli-Arab adviser to 
Mr Arafat, simoly replied 
that “the last person who 
should talk about the mur- 
der of chil dren nn ri massa- 
cres is Ariel Sharon". 

Yet despite his ignomini- 
ous past, Mr Netanyahu 
seems oblivious to the reac- 
tion and consequences of 
promoting Mr Sbaron. 
"Those who support this 
appointment say Sharon will 
get things done. That he is a 
bulldozer. That he will pull 
the party together." a for- 
eign ministry official said. 

As housing minister in the 
early 1990s. Mr Sharon bull- 
dozed his way into the West 
Bank, expanding Jewish set- 
tlements on confiscated Pal- 
estinian lands. 

Intrigue and distrust. 
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Kazakh tariffs 
may irk Russia 


By Charles Clover 
in Almaty, Kazakhstan 

Kazakhstan's move to halve 
tariffs on furniture and car 
imports may help western 
exporters but seems certain 
to anger Russia. It is due to 
be discussed later this week 
at a meeting of the troubled 
customs union of which Kaz- 
akhstan is part 

The unilateral move, made 
quietly at the beginning of 
this month, has only now 
become apparent. 

Kazakhstan has been a 
member of a customs union 
with Russia, Belarus and 
Kyrgyzstan since the union 
was founded in 1995. 

Countries within the Com- 
monwealth of Independent 
States (CIS), successor to the 
Soviet Union, have no tariffs 
on each other's goods, but 
members of the customs 
union are expected to imple- 
ment a common tariff 
against goods coming hi 
from outside. 

Russia has high tariffs on 
imported manufactures to 
protect domestic industries, 
and considerable contro- 
versy exists among customs 
union members over 
whether those tariffs should 
be applied in their countries. 

"That means Kazakhs are 
paying more Tor their 
imports to protect Russia's 
manufacturing industry," 


said Mr David Tarr. an 
expert on the customs union 
at the World Bank. Kazakh- 
stan's tariffs decision repre- 
sents an attempt at eco- 
nomic independence from 
Russia. 

"When we signed the cus- 
toms union, we agreed to co- 
ordinate our external trade 
policies." said Mr Brian Idri- 
sov, first deputy foreign min- 
ister of Kazakhstan. “But 
there have been unilateral 
acts by Russia which have 
forced other room bore to 
take unilateral actions." 

Kazakhstan's first attempt 
to lower tariffs on cars 
lasted only six days last 
year. “A flood of cars came 
in, and after a week they 
raised the tariffo uguln." said 
a western diplomat. In 
March, another row over the 
lowering of these tariffs left 
Kazakhstan close to pulling 
out of the customs union. 

Under the new regime, 
customs duties for an aver- 
age piece of furniture will 
fall from $73.2 to $2.4. while 
customs fees wiU drop from 
$752 to $36U. Value-added tax 
wifi foil from $405 to $913. 

Cur excises will be deter 
mined depending on the age 
of the vehicle. Minimum 
excise rate Cor a car made 
less titan five years ago will 
be $910, but a car made five 
to 10 years ago. will be 
assessed at S1.37& 
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